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BUDGET SPEECH 


DELIVERED BY 


HON. D. C. ABBOTT 
MINISTER OF FINANCE 


IN THE 


HOUSE OF COMMONS, TUESDAY, APRIL 8, 1952 


Hon. Douglas Abbott (Minister of Finance) 
moved: 

That Mr. Speaker do now leave the chair for the 
house to go into committee of ways and means, 

He said: Yesterday, Mr. Speaker, I made 
a slight departure from usual practice by 
tabling the budget white paper which hitherto 
it has been customary to table during the 
course of the budget speech; and I would 
hope that the house would give me unanimous 
consent to have it printed as part of today’s 
Hansard. 

I did this for two reasons. The first was 
to give all hon..members an opportunity to 
examine the basic facts and figures’) more 
carefully and in a more leisurely fashion, 
and to do so in an atmosphere free from 
the distractions that perhaps accompany the 
annual statement of proposed tax changes. 
My second reason was that by transferring 
to the white paper the greater part of the 
general economic review, which is an essen- 
tial introduction to the budgetary proposals, 
it will not be necessary for me to take up 
so much of the time of the house traversing 
this ground orally. In these general matters 
I shall limit myself this evening to drawing 
some of the implications and indicating the 
probable trend of events in the year ahead of 


us, in so far as they impinge upon budgetary _ 


problems. 
ECONOMIC TRENDS 


We can look back upon the past year with 
a considerable degree of satisfaction. It has 
not been an easy year, but it has been a year 
of solid achievement. We have passed through 
one critical period, but equally serious dangers 
still lie ahead. Although we and our friends 
of the free world are now somewhat better 
prepared to meet them, there is no room for 
complacency. We still have the more costly 
part of our defence program immediately 
ahead of us. However, if we are equally 
resolute, energetic and fortunate during this 
year and the next, there is good prospect 
of achieving in the not too distant future, 
perhaps not a world of genuine peace and 
good will, but at least a position of reasonable 

52317—1} 


confidence and security that can be maintained 
at a somewhat lower cost than we are now 
compelled to carry. 


Our major difficulties are international in 
their origin. We are playing a full and con- 
structive part in all worth while endeavours 
to build the foundations of a safe and peaceful 
world. We are co-operating in those aspects 
of the work of the United Nations where 
useful progress is possible. We are partici- 
pating effectively in the Colombo plan, and 
our role in building up the strength and the 
health of the north Atlantic community is 
commensurate with our interests and capacity. 
On the broad principles of these policies we 
are a united country, and I am sure I am 
expressing the thoughts of all groups and 
parties in this house when I pay tribute to 
the work of our Prime Minister (Mr. St. 
Laurent) whose leadership, moderation and 
good sense have played an important part in 
world affairs during the past three or four 
years. 

For the Canadian economy 1951 was a good 
year. Its first half was dominated by strong 
inflationary pressures, but as the year pro- 
gressed these pressures became less severe, 
and by the end of the year they had been 
brought under control. 


Gross national output in 1951 was 17 per 
cent higher than in 1950. About two-thirds 
of this increase was due to higher prices and 
about one-third to increased real output. 


Capital investment in 1951 once again 
reached record levels, and was probably at 
or close to the limits of our present physical 
capacity to expand plant and equipment 
without materially reducing our production 
of consumer goods. Government policy has 
played its part in guiding or steering an 
increased proportion of this new investment 
into lines which made the best contribution 
to our defence potential and to the enlarge- 
ment of the foundations of our future 
progress. 


Like my colleague the Minister of Trade 
and Commerce (Mr. Howe) I am satisfied that 


the deferred depreciation regulations have 
played an important part in restraining a 
good deal of capital investment that would 
have been of a less essential character in our 
present context, and in directing investment 
toward currently more essential ends. No 
changes in the principle of these regulations 
are presently contemplated, but I can assure 
the house that we do not like regulations of 
this sort and that we shall be most happy to 
modify or withdraw them when the proper 
time comes. 

A year ago I stressed the importance of 
greater savings if we were to carry through 
our essential investment programs for defence 
and for resource development without in- 
creased inflationary pressures. In 1950 per- 
sonal savings had fallen to about $700 million 
or less than 6 per cent of disposable personal 
incomes. In 1951 I am glad to report that 
despite higher income taxes and higher prices 
personal savings nearly doubled, reaching a 
total of almost $1,400 million, or more than 
9 per cent of disposable personal incomes. 
To some extent the high rate of savings in 
1951 was the counterpart of the low rate in 
1950. The rate of saving was low in 1950 
because of the heavy wave of consumer buy- 
ing after Korea, and was high in 1951 because 
many purchases had been anticipated and 
quite a few consumers had to save more in 
1951 to complete payments on goods purchased 
the year before. Higher interest rates and 
the more attractive terms of the sixth Canada 
savings bond series undoubtedly had some 
influence toward increased savings. I should 
also like to thank. the National Council of 
Women and their affiliates in all parts of 
Canada for the excellent thrift campaigns 
they have been sponsoring during the past 
six months. Thrift and saving are still virtues, 
and I urge Canadians to keep up in 1952 
the good record they made in 1951. 


The restraints placed on consumer credit 


have also played an important part in reducing 


inflationary pressures and in improving the 
current savings ratio. These regulations were 
admittedly severe, but the inflationary pres- 
sures were such that strong measures were 
needed. As these pressures eased we were 
able to relax the regulations to some extent. 
I keep these matters under frequent review, 
and as soon as it seems sensible to do so we 
shall relax them again. 


Preliminary estimates of net farm income 
in 1951 indicate a record level of more than 
$2,100 million, an increase of nearly 40 per 
cent over 1950. Excellent crops in all parts 
of Canada. and higher prices for most farm 
products combined to produce this result. 


bo 


Due to unseasonable weather on the prairies: 


not all this income was realized in cash, but 
the cash will flow in as the harvesting is 


completed this spring. Farmers are continu- 
ing to invest heavily in efficient modern 
labour-saving machinery. Farm implement 
purchases to the value of $137 million were 
financed under the Farm Improvement Loans 
Act, an increase of 35 per cent over 1950. 
These increasing investments in machinery 
and equipment are largely offsetting the 
decline in the numbers of farm workers, and 
given normal growing conditions I would 
expect farm crops and farm incomes to be 
well maintained in 1952. 


The outbreak of foot-and-mouth disease in 
a small area of Saskatchewan has been an 
unfortunate event, and has temporarily upset 
the movement of livestock and meats to their 
normal markets. Prompt and vigorous meas- 
ures have been taken to eradicate the disease, 
and so far these have been successful in con- 
fining the outbreak within a very small area. 
To ensure that the disease is completely 
eradicated quarantine and other’ control 
measures will have to be continued for some 
time. 


The government is compensating those 
whose animals or other property have to be 
destroyed and is prepared to use the Agricul- 
tural Prices Support Act to assist the live- 
stock industry in this difficult period. It is 
expected that normal movements of meats 
and freer movements of livestock within 
Canada will be resumed very soon, except in 
the areas directly affected. The resumption 
of normal export business is still uncertain 
but it is hoped that it will be not too long 
delayed. 


When I brought the budget down a year 
ago we were in the midst of a strong infla- 
tionary movement. At that time I described 
at some length the measures we were taking 
to bring this inflation under control. I re- 
ferred to the economies in the government’s 
nondefence spending, the reductions in the 
numbers of employees in the civil service and 
the increase in the civil service hours of 
work. I told the house we were determined 
to follow a fully pay-as-we-go fiscal policy. 
I referred to the actions taken to restrain 
credit expansion, both consumer credit and 
bank credit. I announced new regulations re- 
lating to deferred depreciation, and I madea 
special plea to all Canadians to raise their pro- 
ductive efficiency and to increase the volume 
of savings. I pointed out that while we could 
not wholly insulate ourselves from _ price 
increases in the outside world, we could and 
should control the inflationary forces gener- 
ated within our own borders. I concluded by 
saying that the measures we proposed went 
to the root of the matter, but that in their 
nature they would take time to operate and 
could not produce dramatic results. overnight. 


I feel justified this evening in saying that 
our policies have proved to be wise and right. 
Events showed that the inflationary virus in 
our economic blood-stream had taken a 
stronger hold than I had anticipated, and that 
the price increases that occurred before our 
measures took full effect were about 5 per 
cent greater than the forecast on which the 
budget was based. Looking back now we can 
see that the rapid rise in wholesale prices 
began to moderate in April-May, the peak 
point was reached in July, and since then 
each month has shown a small but steady 
decline. The February, 1952, index was nearly 
5 per cent below the July peak and 23 per 
cent below the February, 1951 level. 


~. The cost of living index normally parallels 
the wholesale index, but moves more 
gradually and lags a few months behind. The 
rapid rise in the cost of living index began 
to ease off in the late summer, though the 
highest point was touched just at the end of 
the year. In three of the last four months the 
index has declined. It is now back to the 
August, 1951, level, and is about 14 per cent 
below the peak. 


' Inflationary pressures have also waned 
in the United States, but they remain uncom- 
fortably strong in most of the rest of the 
world. As I have told the house on many 
past occasions we can hardly expect to 
have much less inflation than exists in the 
United States—our economies are too closely 
intermingled and theirs is so much larger— 
but unless we manage our affairs well we 
eould have a great deal more. The return 
of our dollar by normal market forces to 
parity with the American dollar—at present 
indeed to better than parity—has also had 
its moderating effect on Canadian prices. 


In 1951, Canada’s foreign trade reached 
the highest level in our history, both in 
quantity and value. Our total exports during 
the past year rose by 9 per cent in quantity 
and by 25 per cent in value over 1950. There 
was a large increase in exports to overseas 
markets, with sales to the sterling area one- 
third greater than in the previous year. 
Imports from all countries also were sharply 
higher, and for the year as a whole exceeded 
exports by $120 million. However, during 
the past six months imports have tended to 
fall from the previous peak while exports 
have continued at a high level so that we 
have had a trading surplus in each of these 
months. 

In the past year there was aé_ sharp 
deterioration in the balance of payments of 
the sterling area. The United Kingdom and 
other sterling area countries have taken 
strenuous measures to right the situation. 
I am hopeful that these measures will bring 


about a fundamental improvement in the 
position of this great trading area. These 
developments are inevitably affecting our 
trade, and the markets for some of our 
products have been reduced. However, as 
my colleague the Minister of Trade and 
Commerce indicated, there is good reason 
to believe that our exports as a whole to 
the United Kingdom during 1952 will be 
larger than in the previous year. 


While our balance on international current 
account showed an excess of payments over 
receipts amounting to well over $500 million, 
nevertheless there was a small increase during 
1951 in our exchange reserves resulting from 
a continued heavy inflow of foreign capital 
into Canada, chiefly from the United States. 
Our net capital inflow in 1951 was about 
$560 million, as compared with over $900 
million in 1950. About one-half of this 
inflow may be said to have been initiated 
in Canada, in the sense that the funds were. 
borrowed by Canadians, chiefly provinces 
and municipalities. Most of the rest was 
an inflow initiated from abroad in the form 
of investment in new developments or the 
expansion of established projects previously 
financed from abroad. I am not one of those 
who view with alarm a considerable amount 
of foreign investment, but I welcome the 
fact that such a high proportion of our new 
investment was financed by our own people. 
Of our tremendous new capital investment 
program in 1951, the highest in volume ever 
reached, about nine-tenths was financed out 
of the savings of the Canadian people. 

During the past three months our official 
holdings of gold and United States dollars 
have shown little change. On March 31 
they stood at $1,787 million, or $8 million 
more than on December 31, and $134 million 
more than a year ago. - Between January 
and August last year our reserves declined 
about $180 million. In the remaining four 
months of the year they went up by more 
than $200 million, and since then they have 
shown little variation from week to week. 
I may say, in passing, that I expect that 
the 1951 report of the foreign exchange 
control board will be ready for distribution 
immediately after the Easter recess. Since 
foreign exchange control terminated on 
December 14 last, this will be the final report 
of the board. 

Employment and earnings have reflected 
both the impact of the defence program and 
the hesitations in the civilian sector of the 
economy. Taken as a whole employment and 
labour income have never been higher. Indus- 
trial employment averaged 220,000 above 1950, 
and unemployment averaged 60,000 below 
1950. Total labour income was up by 17 per 
cent. Average weekly earnings in December 


1951 were 12 per cent above 1950, and hourly 
earnings were 15 per cent higher. The average 
number of hours worked per week during 
the year declined by 1 per cent, from 42-3 
to 41-8. During the past six months pockets 
of unemployment have developed, and during 
the past winter total unemployment was 
somewhat higher than a year ago, though 
lower than two years ago. As in the United 
States and elsewhere unemployment of 
greater than seasonal magnitude has occurred 
in textiles and in consumer durables, in both 
cases largely due to heavy anticipatory 
buying twelve to eighteen months ago and to 
consumer reluctance to pay higher prices. 
Price reductions in both these fields have 
resulted in some pick-up in buying during the 
past two months and I would hope that this 
trend will continue. 

I have already described the past year as 
one of solid achievement. We have made sub- 
stantial progress in our defence program, and 
the inflationary spiral has been brought to 
a halt. .There remains, however, a strong 
inflationary potential, and any series of events 
that sharply increased either international 
or industrial tensions could revive these direct 
inflationary pressures and put our economic 
defences to a renewed test. 


The present prospects for 1952 are for 
continued high levels of employment and 
business activity, but with some unevenness 
in their distribution. Some lines and some 
regions may experience demands that will 
fully. or more than fully tax their available 
resources. Other lines and other regions may 
find their resources less than fully employed. 

I expect 1952 to show further increases in 
total output. Last year our gross national 
output reached $21-2 billion. For budget 
purposes I am assuming that output in real 
terms will advance another 4 or possibly 5 
per cent and that prices will lie somewhere 
between no change from 1951 and 2 per cent 
higher.. If one takes the lower of both these 
assumptions, that is a 4 per cent increase in 
output and no change in prices, gross national 
product in 1952 will reach $22 billion. If one 
takes the higher of both, that is a 5 per cent 
increase in output and a 2 per cent increase 
in price, our gross national product will be 
about $222 billion. All these estimates assume 
good average crops, continued increase in 
general productive efficiency and no serious or 
prolonged industrial work stoppages. In the 
light of presently observable trends, I am 
basing my budget on an expected gross 
national product that will closely approach 
$223 billion. 


GOVERNMENT ACCOUNTS, 1951-52 


In reporting on the results of the past year 
I should point out that although the fiscal 
year ended a week ago it will be some time 
before the final figures will be available, 
and the figures I shall use tonight are neces- 
sarily preliminary and subject to revision. A 
great deal of detail is given in the white 
paper I tabled yesterday, and this evening 
I shall touch only on the main trends and 
highlights. But before I do so, may I first 
say something about the general problem of 
forecasting revenue and expenditure, and 
explain how these forecasts are compiled. 


We have heard a good deal from some 
quarters in recent months about bad budget- 
ing. Year by year my Conservative friends 
opposite have charged me with being too 
optimistic. The hon. member for Greenwood 
(Mr. Macdonnell) not so long ago, when I 
was budgeting for a $20 million surplus, 
gravely rebuked me for being reckless. Only 
a moderate worsening of conditions, he 
warned me, would plunge the national treas- 
ury into a deficit. But year after year as 
we approach the end of our fiscal period 
these same hon. members join in quite a 
different chorus—we have overtaxed the 
Canadian people! Let me say quite plainly, 
Mr. Speaker, that so long as we have such 
years of rising prosperity as we have experi- 
enced while I have been Minister of Finance 
I am not going to apologize for having a 
surplus and making some reductions in the 
deadweight of our huge national debt. 


I shall not repeat the figures which I 
have given and which my parliamentary 
assistant has given to the house on several 
occasions; but I will say, with all due mod- 
esty, that no minister of finance, provincial 
treasurer or any head of a national treasury 
with anything like comparable tasks has 
made as consistently good a record of fore- 
casting of revenue and expenditure as has 
the Canadian minister of finance in the past 
five years. 


How are forecasts made? First, take expen- 
ditures. Estimates have to be compiled by 
the departments in the autumn, six to 
eighteen months before the expenditures are 
to be made. Some of our operations are 
standardized and can be readily forecast 
from year to year. Such are family allow- 
ances or the interest on the national debt. 
In other cases, for example, compensation 
for the slaughter of diseased animals, pay- 
ments on construction projects, or the deficit 
of the C.N.R., the disbursements to be made 
twelve or eighteen months hence are very 
difficult to forecast. However, experience 
has shown that it is usually possible to fore- 
cast total expenditures within 2 or 3 per 


cent. An exception, of course, is large scale 
defence procurement such as we are now 
undertaking. Last year we planned, and 
parliament authorized, defence expenditures 
in the total amount of $1,725 million. Actu- 
ally we have spent about $1,441 million, or 
a shortfall of $284 million. How could this 
come about? Let me give an example. We 
had planned and expected to spend about 
$210 million on major defence construction 
projects; but because of difficulties of design 
and construction, and shortages of labour 
and materials we have found it possible to 
spend only about $165 million on these pro- 
jects before the end of the year. The 
acquisition of machine tools, and of military 
equipment and its components in the United 
States poses exceptionally difficult prob- 
lems of estimation as to final cost, delivery 
dates and dates of payment. In the year just 
ended the story has been one of unavoidable 
delays and postponements. This year it may 
be that deliveries will come forward much 
more rapidly than we now expect. 


Considering all the difficulties, no one can 
be surprised that our total expenditures for 
the year just closed should turn out to be about 

3 per cent below what I forecast a year 
ago. 

On the revenue side the problems of fore- 
casting are closely tied to general economic 
trends which are not easy to predict. Prac- 
tically all our revenues are from taxes which 
are in terms of percentages of incomes, of 
imports or of sales. To forecast the yield of 
the personal income tax we have to look ahead 
over the next twelve months and estimate 
how many people will be employed month 
by month, whether and to what extent wages 
and salaries will go up, the prevalence of 
much overtime or much shortime, the divi- 
dend policies of corporations, and the aggre- 
gate profits or losses of half a million farmers, 
tradesmen and professional men who are self- 
employed. A year ago I thought that there 
would be an increase of possibly 12 per cent in 
salaries and wages during the year and con- 
sequently I budgeted for an increase of 
$218 million in revenue. In fact, wages and 
salaries increased by 17 per cent, and personal 
income tax collections went up $328 million, 
or $110 million more than I had forecast. 


Corporation income tax yields are still 
more difficult to estimate because, as is well 
known, corporation profits fluctuate much 
more widely, up and down, than do personal 
incomes. Last April I had expected to take 
in an additional $177 million under this head 
during the year. In fact our receipts increased 
by $335 million or $158 million above expecta- 
tions. There is a special technical difficulty 
in forecasting corporate income tax yields. 


Each year the forecast has to be made on such 
facts as are available by the middle of March, 
at a time when most Canadian companies 
have not yet published their annual state- 
ments. Last year the preliminary March esti- 
mates of total profits in 1950, based on the 
limited evidence then available, turned out 
to be 12 per cent below the revised figures 
published by the dominion bureau of statis- 
tics many months later. The fact that I was 
forecasting from a base 12 per cent too 
low accounts for a considerable part of what 
proved to be a 16 per cent underestimate 
in this tax. 


The yield of the customs tariff depends on 
the volume, the prices, the nature and the 
source of our imports. Our excise tax yields 
depend upon the ups and downs of prices 
and upon how much and in what form people 
will decide to smoke during the coming year, 
or how much they are going to spend on cars, 
radios, or a hundred and one other things. In 
the whole field of commodity taxes my fore- 
casts a year ago have proved to be twelve 
per cent too low in the case of customs duties 
and 6 per cent too high for excise taxes and 
duties. On the sales tax I was almost exactly 
right. Grouping together all commodity taxes 
and non-tax revenues our receipts were just 
about 13 per cent above the forecast. That, 
I should say, was a very close estimate. 


All our tax yields, both income and com- 
modity taxes, are directly affected by 
changes in the price level. If prices go up, 
our tax yields fall, if they go down our 
tax yields fall. To show how sensitive 
revenues are to even small price changes let 
me give the following illustrative figures. 
Our present federal tax structure produced 
a revenue last year equal to about 19 per cent 
of the gross national product; but a general 
increase in incomes would yield more than 
19 per cent of added revenue because our 
tax structure as a whole is progressive. In 
the year just ended gross national product was 
$1-2 billion greater than my forecast, and 
total revenue was $273 million more than I 
had originally expected. In other words, with 
an increase of 6 per cent in national product 
we took in 74 per cent more revenue. 

Every hon. member will agree, I hope, 
that it is not possible to predict with certainty 
the level of prices during any future twelve 
months to within one per cent. Yet on aGNP 
of $20 billion the difference between a one 
per cent rise and a one per cent fall in prices 
during the year is a difference of $400 mil- 
lion in GNP. Under our present tax struc- 
ture, such a slight change in price could 
produce a difference of $80 to $85 million in 
our revenues. 

Coming back now to our accounts for the 
year just ended, the over-all results are that 


our total revenues have been $4,003 million 
which, as the result of conditions I have just 
explained, is $273 million or 73 per cent 
higher than I forecast a year ago. Our fotal 
expenditures were $3,647 million, that is, 
$53 million or 13 per cent lower than I had 
estimated. Our actual budget surplus for the 
year is, therefore, $356 million instead of the 
$30 million estimated last April. 

There is little that I need add to what I 
have already said about revenues, but I 
should like to speak briefly about our policy 
in regard to expenditures—about economy. 
Since the outbreak of hostilities in Korea 
the government has felt a special obligation 
to restrict severely its demands on labour 
and materials for non-defence purposes, 
and to make more than usual efforts to 
secure economy in its operations and expendi- 
tures. We have been striving to apply this 
policy during a period of buoyant prosperity 
in the nation as a whole, when businesses 
and consumers alike were spending on a 
scale never equalled before. During this time 
the Canadian people, and nearly all of us 
here representing them in parliament, have 
demanded expanded services and functions 
from the government, just as expanded ser- 
vices have been demanded of business. 
These demands have brought about expansion 
in our services and our expenditures, ranging 
from such simple business-like matters as 
postal operations to such major developments 
of national policy as the new old age security 
pensions. We have had further expansions 
in scientific research, in our immigration pro- 
gram, in our diplomatic service, in the work 
for the education and improved health of 
our Indians, in the surveying and develop- 
ment of resources—to name some of the 
outstanding cases where it has been the 
wish of parliament to expand. In other 
cases we have had to grow, along with the 
country and the volume of its business. 

It has been against this trend, and in the 
face of rising levels of prices and wages, 
that we have had to seek economy and 
retrenchment, to make room for expansion 
in our defence effort. The results of our 
efforts are to be found in the details of our 
programs and expenditures and of the 
estimates for next year. Members’ who 
examine the tables of expenditure in the 
budget white paper will find many instances 
of reductions as compared with the previous 
year, notwithstanding an increase of about 
10 per cent in the level of salaries and 
other costs. Allowance for this price factor 
will reveal more cases where the real content 
of expenditure is reduced. In other cases we 
have arrested an upward trend or natural 
growth. The results of these efforts, and of 
the more efficient carrying out of our con- 
tinuing operations, have been overshadowed 


in the total expenditure figures by the 
increase in the levels of costs, and by those 
major decisions to which I have referred 
above. 


The main problem in controlling our total 
expenditures lies with us right here in this 
house—and on both sides of it—in exercising 
restraint upon the constant demands for 
additional government services. It is much 
more a matter of broad issues of policy than 
of administration, important as that is. The 
scale of our defence budget is determined by 
policy developed in the light of the inter- 
national situation. In its application there are 
of course real problems in securing economy 
and efficiency, especially when we must com- 
pete for men and for administrative ability 
with prosperous private industry. Apart from 
direct defence costs, our direct operating 
budget for this year is approximately $580 
million, and our expenditures of a capital 
nature on government construction and 
equipment, including replacement of many 
buildings, ships and works worn out or out- 
grown, are only $157 million. Perhaps parlia- 
ment can find items in these two categories 
where further economies can be made—and 
we shall seek them in day to day administra- 
tion even after parliament votes the funds. 
But above and beyond these direct costs of 
government operations and facilities, we have 
now about $900 million in social security 
payments, $180 million for subsidies and tax 
rental payments to provinces, $440 million for 
interest, and over $100 million in contribu- 
tions, grants and subsidies, including those 
to international agencies and programs. Any 
major reductions in expenditures can come 
only in some of these areas, or in defence. 
I believe that most Canadians want the 
government to do these things and are willing 
to pay what they cost. I wish to emphasize, 
however, that we cannot have all these and 
reduced budgets too. Canada is now a highly 
productive country and can afford these 
things we are doing—but only at the cost of 
forgoing expansion or improvement some- 
where else. Just now there are more good, 
sensible things to be done in this country— 
by business, by governments and by indivi- 
duals—than can be done all at once while the 
defence program goes on. Trying to do them 
all will only result in inflation. We must all 
hold some of our projects and programs in 
reserve, even though they are sensible or 
indeed profitable. For the government to 
share properly in this policy of self-restraint, 
it needs forbearance on the part of all those 
who have demands to make on the govern- 
ment for service, assistance, or public 
projects. 

Because our budget surplus for the year 
was $365 million our net debt has been 


reduced by that amount. This is the sixth 
successive year in which we have had a sur- 
plus, and it brings to the very large and 
gratifying total of $2,344 million the amount 
by which we have been able to reduce the 
net debt of Canada since April 1, 1947. Apply- 
ing the current average interest rate of 2-65 
per cent on our outstanding debt, this repre- 
sents interest savings of more than $62 mil- 
lion a year. 


After adjusting the budgetary surplus for 
non-cash items and taking into account cash 
receipts from non-budgetary sources, we had 
sufficient cash available to meet essential non- 
budgetary cash outlays and provide for some 
reduction in funded debt. The non-budgetary 
cash outlays, all of which are of course 
authorized by parliament, totalled $653 mil- 
lion, and included such items as the following: 
advances of about $70 million to Central 
Mortgage and Housing Corporation for house 


construction and housing loans; loans of $139: 


million to the Canadian National Railways 
for necessary capital expenditures, including 
the refunding of securities; advances of $200 
million to the exchange fund to finance the 
increase in our foreign exchange reserves 
consequent upon the flow of investment capi- 
tal-into Canada from abroad; and $95 million 
used to acquire materials essential to our 
defence program and held as current assets 
until charged as expenditures when embodied 
in finished goods. 

After making these cash Poharserenis and 
drawing down our cash balances by $66 mil- 
lion, which left us only about $20 million cash 
on hand at the fiscal year end, we were able 
to retire outstanding funded debt to a total 
amount of $300 million as well as to acquire 
and withdraw from the market $156 million of 
our own securities, mainly for the unemploy- 
ment insurance fund and the securities invest- 
ment account. | 

The public debt operations of the govern- 
ment during the past year again included 
the redemption or refinancing of a large 
volume of matured or called bond issues in 
addition to the usual refunding of short-term 
securities. Funded debt payable in Canada 
amounting to $2,762 million matured during 
the year. Of this, $2,100 million was 
refinanced by refunding or conversion into 
new issues, and $362 million was covered by 
new money obtained from the very gratifying 
response to the Canada savings bonds 
campaign last fall. The remaining cash 
required—$300 million—came from our cash 
surplus. After taking into account certain 
minor non-cash transactions, the funded debt 
was reduced by a total of $324 million during 
the fiscal year. 
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FORECAST OF REVENUE AND EXPENDITURE, 1952-53 


I turn now to a survey of our revenue and 
expenditure prospects for the new fiscal. year. 
On March 19 I laid before the house the 
main estimates for 1952-53 providing for 
expenditures of $4,336 million, of which 
$2,106 million was for defence, $1,908 million 
for non-defence, and $322 million for old age 
security pension payments. These pensions, 
of course, are paid out of the old age security 
fund and consequently lie outside the scope. 
of the budget proper, but they have been 
included in the estimates. for purposes. of 
record. The estimate of $2,106 million for 
defence is $665 million or 45 per cent more 
than our. actual expenditures for that 
purpose last year. The estimates for our 
non-defence budgetary requirements are not 
comparable with last year’s figures for they do 
not include provision for payments under the. 
new tax rental agreements with the provinces 
which have not yet been concluded. If the 
eight provinces which came: into the previous 
agreements all enter into. the new agree- 
ments, aS now appears probable, total pay- 
ments under this head will amount to about 
$150 million in addition to the amounts shown 
in the estimates. 


On the other hand, the estimates do include 
a number of items, such as the grant for 
assistance under the Colombo plan, which in’ 
the previous year were covered by supple- 
mentary estimates. Nevertheless, as in the 
past, some supplementary estimates must be 
expected, including provision..for some. items 
the nature of which is known but for which 
firm amounts are not yet available or final 
policy decisions have not been taken—the. 
deficit of the Canadian National Railways, 
the grants to universities, and the subsidy on 
the movement of feed grains after ,the end. 
of the current crop year, are examples of 
what I have in mind. I shouldalso’ expect 
to make some further provision in our 


‘accounts for such items as the reserve against 


our active assets and the deficiency in the. 
civil service superannuation account. 


In line with past experience I expect there 
will be a shortfall of expenditures below the 
amounts provided by parliament in the appro- 
priation ‘votes. The amount of savings is 
difficult to estimate, particularly with respect 
to a defence program. of. the magnitude we 
are now engaged in. I should remind hon.. 
members that the defence program neces- 
sarily involves very large long-term commit- 
ments, and the rates of expenditure under. 
such contracts may be.more or less rapid than, 
we are presently estimating... My judgment, 
however, is that we are likely to have some 
shortfall rather than overrun, and I am 
budgeting on that basis. ~ ; 


All in all, I have concluded that I must 
expect total budgetary expenditures of $4,270 
million, which excludes payments to be made 
from the old age security fund. 

On the revenue side, forecasting is, as 
usual, difficult and subject to many uncer- 
tainties. However, on the premise that our 
gross national product for 1952 will approach 
$223 billion and assuming no tax changes, I 
should expect that our total revenue, includ- 
old age security tax receipts, would be $4,630 
million. The old age security receipts which I 
estimate at $235 million are, of course, ear- 
marked for the old age security fund, leaving 
me about $4,395 million to cover our purely 
budgetary expenditures. I have had prepared 
the usual table showing a comparison of the 
revenue forecast for 1952-53 with the prelimi- 
nary figures for 1951-52 for the convenience of 
hon. members. I would ask the consent of 
the house to have this incorporated in the 
record without my taking time to read it. 


Forecast of Revenues 
(Before tax changes) 


Fiscal 
year 


Fiscal 

year 
1952-53 1951-52 
(Forecast) (Actual 

Preliminary) 


millions of dollars) 


Personal income tax ...... 1,240-0 980-0 
Non-resident income tax .. 60-0 55°5 
Corporation income tax ... 1,257-0 1,134-0 
Excess profits tax, c. <2. .j0ce aes 2:2 
Succession duties .......... 43-0 38°0 
Customs import duties ... 370°0 353°0 
Excise duties .............. 240-0 222-0 
Salesitax), (net) .i4-03./ 0.44. « 540-0 583-0 
Other excise taxes ........ 340-0 316-0 
Miscellaneous taxes ....... 5-0 5°3 
Total tax revenue ...... 4,095:0 3,689 -0 
Non-tax revenues ......... 275-0 276-9 
Total ordinary revenues 4,370-0 3,965 -9 
Special receipts and credits 25-0 37-2 
Total budgetary revenues 4,395 -0 4,003-1 

Old age security taxes 
2%o Sales: take oe. eves ; v.00 135-0 19-0 
2% individual income tax 52-0 Pr: 
2% corporation income tax 48-0 2:0 
4,630-0 4,024-1 


With estimated expenditures of $4,270 mil- 
lion and prospective revenues of $4,395 
million, it would appear that in the absence 
of any tax changes we would have a budget- 
ary surplus of $125 million in 1952-53. 
However, before dealing with the tax changes 
which I shall propose to the house, it is 
essential to consider not only the budgetary 


position but also our prospective cash position , 


We shall require about $90 million for 
housing loans, possibly $125 million for 
advances to the Canadian National Railways, 
$40 million for financing the acquisition of 
materials for the defence production revolv- 
ing fund, and smaller amounts for other loans, 
investments and advances. There may also 
be outlays on replacement of military equip- 
ment in excess of the value of equipment 
transferred to our NATO allies in the current 
year and charged to appropriations. 


Offsetting these will be cash receipts, 
including repayments of loans and advances 
and the net cash receipts of the various 
annuity, pension and other accounts which the 
government holds and administers. Taking 
all these factors into consideration, I should 
expect that apart from any transactions in 
our own securities, and any advances to or 
repayments by the exchange fund resulting 
from increases or decreases in our exchange 
reserves, the total of the cash required for 
our non-budgetary disbursements will be 
somewhat greater than the cash available 
from our non-budgetary receipts. 


On the other hand the budgetary expen- 
ditures include items which do not require 
the immediate outlay of cash, and conse- 
quently the burden on our cash resources will 
be correspondingly reduced. My general 
conclusion is that unless there is a substantial 
change in the amounts advanced to the 
exchange fund our over-all cash surplus will 
correspond fairly closely with our budget 
surplus. 


TAX POLICY 

From the figures I have given as the best 
estimates that can be made at this time of 
expenditure and revenue for the coming year 
it is clear that there is not much room for 
tax abatement. That this would be the case 
has been evident to me for many months, 
and I have done my best on every occasion 
to warn the public against undue optimism 
and against irresponsible and misleading 
interpretations placed upon the _ interim 
monthly surpluses reported during the course 
of the year. In this house and elsewhere 
hon. members opposite have used these 
monthly figures to criticize the government’s 
tax policy without apparently making. the 
slightest effort to check the reasonableness 
of their inferences. For example, they have 
repeatedly quoted the fact—and it is a fact— 
that the monthly statement showed an interim 
surplus on December 31 of $722 million. 


in order to make a proper appraisal of the 
outlook for the coming year. 


They have implied that on this basis the final 
surplus was likely to be almost $1 billion. 
My hon. friends knew, or should have known, 
that such an inference was wholly unwar- 
ranted. Almost at the beginning of our annual 
public accounts there are three pages of tables 
and charts explaining in detail the seasonal 
nature of our revenues and expenditures. 
Hon. gentlemen opposite are in the habit of 
expressing great interest in the _ public 
accounts, but apparently in their study of 
them they have not got through the first six 
or eight pages. If they had they would have 
learned that the final surplus is normally 
about half the interim surplus as of Decem- 
ber 31. A year ago, in the face of an 
extremely uncertain situation, I put for- 
ward what I described as a provisional tax 
program. This was done in the expectation 
that the outlook at home and abroad would 
become clearer. While the future is not free 
of uncertainty, the prospects are now suffi- 
ciently clear to justify moving toward a more 
stable pattern in our tax structure. The 
main essentials in a tax structure necessary 
to carry the civilian and the defence programs 
are that it should be adequate, efficient, fair 
and reasonably stable. To be adequate it is 
clear that I cannot offer any large net reduc- 
tions in taxes this year. To be efficient and 
to be as fair as possible I shall be proposing 
quite a number of modifications, which on 
balance will provide some net reduction in 
tax revenues, though in certain instances 
adjustments in consumption may partly offset 
the adjustments in the tax rates. These modi- 
fications in tax rates, and some rearrange- 
ments in the grouping of tax commodities, 
will I believe put our tax structure into an 
orderly balance and, in the absence of sub- 
stantial changes in the pattern of expendi- 
ture, provide some promise of reasonable 
stability in our tax structure for the imme- 
diate future. 


Our total program of expenditure now 
consists, in round figures, of just over $2 
billion for defence, nearly $1 billion for social 
security and pensions of various kinds, about 
$650 million for interest on the debt and 
payments to the provinces, and about $650 
million for general administration and all the 
other varied activities of government. To 
this broad pattern of expenditures all par- 
ties in the house have_ subscribed in 
principle. While we will continue to press 
for maximum economies the only reasonable 
expectation we can have of real reductions 
in tax load must lie either in a lesser need 

52317—23 


9 


for defence expenditure or in the steady 
increase in the wealth and incomes of our 
people, so that the present actual weight of 
taxation becomes a relatively lighter burden. 


INCOME TAX CHANGES 


Coming now to specific proposals I shall 
deal first with the corporate income tax. At 
present corporations pay, under the federal 
income tax law, fifteen per cent on the first 
$10,000 of profits and 38 per cent plus twenty 
per cent of 38 per cent (the defence sur- 
charge) on profits in excess of $10,000. This 
results in an effective rate of 45-6 per cent 
on profits over $10,000. In addition, cor- 
porations have been paying five per cent in 
the eight provinces with which we have had 
tax agreements, and seven per cent in 
Ontario and Quebec. Some time ago it was 
announced that the eight provinces would be 
asked to drop these five per cent corporate 
income taxes. They will be replaced by a 
five per cent increase in the federal rate. 
Concurrently provision will be made for a 
five per cent tax credit against the federal tax 
in respect of profits earned in Ontario and 
Quebec where provincial corporate taxes 
presumably will still be in force. This change 
will be essentially one of form rather than 
substance, and is designed to _ simplify 
administrative procedures. There will be no 
net increases in the taxes paid by corpora- 
tions since the additional amount paid to the 
federal government will be only what they 
would have paid to the provinces. Our tax 
receipts will go up by $35 million on a full 
year basis, but our payments to the provinces 
will go up by an equivalent amount. 


After this consolidation the federal rate 
on the first $10,000 will be twenty per cent 
with 50°6 per cent as the rate on the 
remainder. In the process of re-arrangement 
which will be effective as from January Il, 
1952, the 50-6 per cent will be rounded off 
to an even 50 per cent. The revenue loss 
from this minor adjustment will be about 
$12 million in this fiscal year. 


In considering the over-all tax position of 
corporations under this new structure it should 
be remembered that there is an additional 
two per cent tax on all corporate income 
imposed under the old age security act. To 
sum up then, the top corporate tax rate in 
Canada will be 52 per cent in eight provinces 
and 54 per cent in Ontario and Quebec. 


Quite frankly, I am concerned that condi- 
tions make it necessary to maintain in our 
tax structure rates as high as this on business 
profits. My main concern is not with the 
current year or even possibly with next year. 
The ill effects of too high taxes can perhaps 
be endured for a year or two. But as I said 
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last year, excessive rates of tax on corporate 
incomes if long maintained can do grave 
damage to the economy as a whole, and I say 
quite candidly that if I had more leeway 
for tax abatement it is to income taxes, both 
corporate and» personal, that I would give 
first consideration. 


The house will recall that-in my budget 
speech a year ago, I expressed special concern 
over the effect of our present high corporate 
tax rate on certain public utility companies 
which are forced by the nature of their busi- 
ness and their franchises to raise large 
amounts of capital to finance expansion of 
services required to be performed for the 
public, and which because of public control 
of rates are allowed to earn only a modest 
return on their capital. At that time I had in 
mind that we would be able to work out the 
details of a formula which would give such 
companies substantial relief from the 20 per 
cent surcharge I was then proposing. After 
a great deal of investigation we found it 
impossible to devise a practicable formula of 
the type I had in mind and so the whole idea 
had to be dropped. 


‘During the past year much fuptren study 
has been given to the problem and I have now 
decided to recommend a change in our law 
which I believe can be administered and 
which will grant a measure of relief to certain 
of these companies as-long as the present very 
high corporate. tax rate continues to apply. 
This relief will apply to companies whose 
main. business .is. the. distribution to, or 
generation for distribution to, the public of 
electrical energy, gas or steam, and. will take 
the form of a deduction from the tax other- 
wise payable of an amount sufficient to reduce 
to:43 per cent’ the tax payable under the 
Income Tax Act on that part of a corpora- 
tion’s: taxable income: that is derived: from 
such distribution or generation. This, it will 
be recalled, is the group of companies in 
respect of which the government of Canada 
now turns over to the appropriate provincial 
governments half:of its collections of tax on 
the specified income, after’ deduction of 
certain types of tax paid directly by the same 
corporations to provincial governments. It is 
also, generally speaking, the group of com- 
panies which for a variety of reasons finds 
the greatest difficulty in securing adequate 
income to attract the heavy vclume of capital 
required to keep pace with public demand. 


I am well aware that the degree of relief 
which I find it justifiable to grant may prove 
disappointing to those concerned but I do 
hope that it will make a real contribution to a 
solution of a problem we all recognize. It 
was only with the greatest reluctance that I 
reached a: decision to. apply a reduced rate of 
tax, to a named class’ of companies and I 
decided it should be done only as a temporary 


expedient. Hon. members will have noted 
from the explanation I have given that as the 
corporate tax rate drops from its present 50 
per cent level (that is, excluding the old age 
security tax) the formula I am proposing will 
result in a lessening measure of relief to this 
special class of companies and when the rate 
falls to 43 per cent, the formula will cease to 
operate. 


There will be some revenue loss from this 
proposal but the net effect will be relatively 
small, as an amount equal to half of the tax 
abatement would otherwise, under present 
arrangements, have been turned over to the 
provincial governments. 


An interesting change I am proposing under 
the corporation income tax is that those crown 
corporations of the federal government which 
are designated as proprietary corporations, 
and hitherto have been exempt from tax, 
will in future pay corporate income tax to 
the federal government in the same manner 
as any privately-owned corporation. ‘‘Proprie- 
tary corporations” are those so designated 
under the Financial Administration Act, and 
generally speaking are companies which are 
carrying on business operations similar to 
and in competition with private’ business. 
One desirable result of this proposed action 
will be to make the financial statements: of 
these crown companies more comparable with 
private industry, and make it easier to assess 
the relative efficiency of their operations. I 
do not expect this change to have appreciable 
net revenue effects. It will increase our 
tax receipts and reduce our non-tax: revenue. 
All crown company profits eventually find 
their way into the treasury, and many of 
them already. remit. all or the greater part 
of their profits year by year. . 

Other proposals “under the corporation 
income tax include the extension for an 
additional year of the allowances now granted 
for mineral and petroleum exploration expen- 
ses, including the so-called “deep-test” well 
allowance, the addition of another year to 
the period during which new mines may 
qualify for the three year exemption, and 
various technical amendments of lesser 
importance which will be covered in the bill 
to amend the Income Tax Act. 


In the personal income tax field a cae 
rate schedule will be introduced. Into this 
new schedule I propose to incorporate most 
of the weight of the. present 20 per cent 
surcharge. There will be some over-all 
abatement although in saying this I should 
remind the house that the two per cent 
income tax imposed by parliament last 
session under the Old Age Security Act will 
be. coming into force on July 1 of this year. 
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The house will recall that one of the 
criticisms quite properly directed at the 20 
per cent surcharge method of increasing the 
personal income tax was that it increased in 
a distorted manner the rate of progression in 
the income tax schedule. For example, it 
resulted in levying a tax of more than 100 
per cent in certain circumstances. Everyone 
would agree that such a result is quite wrong, 
and in modifying the rate structure this 
anomaly has been removed and a more 
reasonable scale of progression has been 
established. I expect the revenue loss as a 
result of these changes to be about six per 
cent in a full year and this loss in revenue 
is a general indication of the average gain 
to the individual taxpayer. In other words, 
the average taxpayer will pay six per cent 
less than he would otherwise have done 
under the income tax law as it now stands. 
With the consent of the house I should like to 
insert in Hansard at this point tables showing 
the effect of the new taxes on taxpayers at 
various levels of income. 


Present and Proposed Income Tax 
Single Taxpayer 


Tax in 1952 
Percentage (6 months 


Tax Reduction at present 
Tax for 1952 in Full from rates 
at Present Yearat Present 6 months at 
Income Rates New Rates Rates new rates) 
$ $ $ To $ 
1,000 ie oo s. one 
1,200 36 34 6 35 
1,500 90 85 6 88 
1,800 144 136 6 140 
2,000 180 170 6 73 
2,250 231 218 6 225 
2,500 282 265 6 274 
2,750 333 313 6 323 
3,000 384 360 6 372 
3,500 498 470 6 484 
4,000 612 580 5 596 
5,000 840 — 800 5 820 
7,500 1,524 1,450 5 1,487 
10,000 2.352) 2,250 4 2,301 
20,000 (sy? 6,750 6 6,951 
30,000 12,792 11,950 7 PA STL 
50,000 26,177 24,354 / 25,195 
75,000 44,717 41,554 7 42,965 
100,000 64,457 60,004 4! 61,960 
200,000 151,697 141,404 fi 145,880 
400,000 339,737 318,344 6 327,570 
Note: (1) In calculating the above taxes it has 


been assumed that all incomes up to $30,000 are 
entirely earned incomes, and that incomes of more 
than $30,000 include earned income of that amount 
and additional investment income to make up the 


total. No account’ has been taken of the 10 per 
cent tax credit for dividends from Canadian 
corporations. 


(2) The Old Age Security tax of 1% on taxable 
income (maximum tax $30) in 1952 and 2% of 
taxable income (maximum tax $60) thereafter is 
not included in the above amounts. 


Present and Proposed Income Tax 
Married Taxpayer—No Children 


Tax in 1952 
Percentage (6 months 


Tax Reduction at present 
Tax for 1952 in Full from rates 
at Present Yearat Present 6 months at 
Income Rates New Rates Rates new rates) 
$ $ $ % $ 
2,000 fds es oy ey 
2,250 45 43 4 44 
2,500 90 85 6 88 
2750 135 128 5 132 
3,000 180 170 6 175 
3,500 282 265 6 274 
4,000 384 360 6 372 
5,000 612 580 5 596 
7,500: 1,236 1 TS 5 1,206 
10,000 1,992 1,900 5 1,946 
20,000 6,612 6,250 5 6,431 
30,000 12,192 11,400 6 11,796 
50,000 25,517 23,754 Nf 24,565 
75,000 43,997 40,904 af 42,280 
100,000 63,677 59,304 7 61,220: 
200,000 150,857 140,604 r( 145,060 
400,000 338,837 317,484 6 326,690 
Note: (1) In calculating the above taxes it has 


been assumed that all incomes up to $30,000 are 
entirely earned incomes, and that incomes of more 
than $30,000 include earned income of that amount 
and additional investment income to make up the 
total. No account has been taken of the 10 per 
cent tax credit for dividends from Canadian cor- 
porations. 

(2) The old age security tax of 1 per cent taxable 
income (maximum tax $30) in 1952 and 2 per cent 
of taxable income (maximum tax $60) thereafter 
is not included in the above amounts. 


Present and Proposed Income Tax 


Married Taxpayer—With Two Children Eligible for 
Family Allowances 


Tax in 1952 
Percentage (6 months 
Reduction at present 

from rates 
Present 6 months at 


Tax 
Tax for 1952 in Full 
at Present Year at 


Income Rates New Rates Rates new rates) 
$ $ $ % $ 
2,300 tale pric at rs rr 
2,400 18 ig 6 18 
2,500: 36 34 6 35 
2,750 81 dit 5 79 
3,000 126 119 6 123 
3,500 221 208 6 215 
4,000 323 303 6 313 
5,000 544 514 6 529 
7,500: deg IS 1,100 5 1,129 
10,000 1,898 1,810 5 1,854 
20,000 6,450 6,100 5 6,275 
30,000: 12,012 11,235 6 11,624 
50,000 25,319 23,574 fi 24,376 
75,000: 43,781 40,709: { 42,075 
100,000 63,443 59,094 qf 60,998 
200,000 150,605 140,364 7 144,814 
400,000 338,567 317,226 6 326,426 
Note: (1) The above figures show the actual 


income tax liability of a taxpayer with family 
allowance children but in order to arrive at his true 
net position the amount of family allowances 
received for his children must be offset against his 
tax liability. 


(2) In calculating the above taxes it has been 
assumed that all incomes up to $30,000 are entirely 
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earned incomes, and that incomes of more than 
$30,000 include earned income of that amount and 
additional investment income to make up the total. 
No account has been taken of the 10 per cent tax 
credit for dividends from Canadian corporations. 


(3) The old age security tax of 1 per cent taxable 
income (maximum tax $30) in 1952 and 2 per cent 
taxable income (maximum tax $60) thereafter is 
not included in the above amounts. 

As I mentioned earlier, no change has 
been made in the levy on personal incomes 
already enacted as a contribution toward 
the cost of old age security. This charge 
will apply at an effective rate of 1 per cent 
on taxable income for 1952 and at a 2 per 
cent rate thereafter, and will be in addition 
to the ordinary income tax. I am proposing 
that tax deductions under the new schedule 
will commence on July 1, concurrently with 
the commencement of deduction of the old 
age security tax. The tax liability for the 
full year 1952 will be determined in accor- 
dance with a special schedule of rates which 
will in effect represent the average of the 
rates now in force and the rates under the 
new schedule. 


I think I should make clear that the 
reductions in income tax which I have announ- 
ced will not be sufficient, for most taxpayers, 
to offset the effect of the old age security tax. 


As a result of this change I anticipate that 
in the fiscal year which has just commenced 
revenue from personal income tax will be 
reduced by some $40 million from the amount 
of $1,240 million I estimated earlier that I 
would receive from this source. 


I am proposing several other amendments 
of lesser importance affecting the personal 
income tax. 


The existing maximum limits on the amount 
of medical expenses that may be deducted 
were established some time ago and there is 
evidence that these limits are imposing undue 
hardship in many instances of prolonged or 
serious illness, especially in cases where cer- 
tain new and more expensive kinds of treat- 
ment are required. I am, therefore, proposing 
that these limits now be doubled. The effect 
of this change will be to raise from $750 to 
$1,500 and from $1,000 to $2,000 the amount 
which may be deducted in a year for persons 
having single and married status respectively, 
with corresponding increases in the allowance 
granted where there are dependents. The law 
also now requires that medical expenses be 
both incurred and paid in the same twelve 
month period to be eligible. I am proposing 
in the future to recognize expenses paid in 
the period no matter when incurred. 

I gave most careful consideration to the 
suggestion contained in the resolution passed 
by this house that the provisions of the law 
limiting the deductible medical expenses to 


those in excess of 4 per cent of income should 
be removed. However, I feel strongly that the 
normal personal and living expenses of a 
taxpayer should never be deductible from 
income for taxation purposes. The require- 
ment that only medical expenses in excess 
of 4 per cent of income are deductible will 
be retained, therefore, as a means of limiting,. 
and I think properly so, the application of this 
provision to medical expenses of an unusual 
degree in accordance with the original 
purpose. 


Some further technical changes will be 
made in the special tax system introduced 
for the armed forces last year. Experience 
with this new system has revealed certain 
problems which can be overcome by modify- 
ing its details in some minor respects. These 
will be discussed in detail when the amend- 
ments to the Income Tax Act are before 
the house. 


The legislation governing pension plans will 
be amended to allow a deduction for pay- 
ments under so-called terminal funding plans, 
and to introduce greater flexibility into the 
provisions governing the deductibility of 
employer’s contributions in respect of em- 
ployee’s past services. Other minor technical 
amendments affecting the personal income 
tax will also be proposed in the amending 
legislation. 

A word might be said here about the Suc- 
cession Duty Act. Our law needs overhauling 
and I had hoped before now to have been 
able to bring forward a revision of the law 
for the consideration of the house. The fact 
is, however, that pressure of other matters 
has made this impossible. There are a few 
amendments of a technical nature that need 
immediate attention. They are not matters 
of policy and the effect will be merely to 
clarify certain provisions and remove anom- 
alies. These will be found in the amending 
bill which will subsequently be introduced. 


CUSTOMS TARIFF CHANGES 


The budget resolutions relating to the 
customs tariff which I am tabling contain 
proposals to carry out certain recommenda- 
tions of the tariff board and to provide for 
reductions which have been requested in 
certain duties to achieve economies in costs 
of productions. In a number of cases I am 
proposing changes in wording and classifica- 
tion which would remove anomalies and 
administrative difficulties which have arisen. 
I am also proposing to bring into the customs 
tariff a number of items which have been 
accorded reduced rates of duty for some time 
by order in council. 


I am tabling with the budget resolutions 
four reports I have received from the tariff 
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board. These reports are the result of 
references which I sent to the board during 
the past several years on plastics, glass, 
architects’ and engineers’ plans, and iron or 
steel shot and grit. In each of these cases I 
thought it desirable to have a thorough 
inquiry by the board, under the terms of the 
Tariff Board Act, before recommending any 
action. 


In 1937, when the board last reported on 
the tariff schedule covering synthetic resins 
and plastics, it recommended that these 
schedules be reviewed from time to time in 
order to keep the classifications and rates of 
duty up to date. During the past decade the 
Canadian plastics industry has undergone a 
striking development both in the magnitude 
and range of its operations. As a result the 
classification, wording and rates of duty 
pertaining to the plastic items in the tariff 
have become obsolete. After an exhaustive 
inquiry into this highly complex and tech- 
nical subject the board has proposed a revised 
classification and has recommended adjust- 
ments in rates of duty in order to bring the 
tariff items in line with the present position 
of the industry. 


Last year the board presented certain 
interim recommendations on the plastic items 
which I tabled with my budget a year ago. 
The report which I am now tabling contains 
the final results of the board’s inquiry and 
incorporates the interim recommendations 
which were implemented by parliament last 
year. The board’s recommendations, which 
are now complete, regarding the structure of 
rates for the plastic items involve some 
increases and some decreases from existing 
rates of duty. The reasons which led the 
board to recommend these re-adjustments are 
fully set out in its report. 

The second tariff board report which I am 
tabling relates to the tariff items covering 
glass in its various forms. The board has 
recommended reduced rates of duty on such 
widely used items as window glass, plate 
glass, certain forms of safety glass, and 
mirrors. The board has come to the con- 
clusion, also, that if the recommended reduc- 
tions are implemented, the drawback provi- 
sions granted to the mirror and safety glass 
industries are no longer necessary. 

In 1946 parliament, upon the recommenda- 
tion of the Minister of Finance, established 
a tariff item which provided for the duty free 
entry of certain engineers’ plans, drawings or 
blueprints. Subsequently I received a num- 
ber of representations asking for the restora- 
tion of the former rates of duty. I referred 
the matter to the tariff board for inquiry and 
report. The board heard extensive evidence 
from the interested parties and after careful 


study has recommended that duty free entry 
under the item in its present form should be 
continued. 

The remaining report of the tariff board 
deals with the customs duty on iron or steel 
shot and grit. The item is now duty free. The 
board has recommended the imposition of a 
duty of five per cent on one classification of 
this item. 

The first budget resolution relating to the 
customs tariff which I am submitting includes 
proposals to carry out all the tariff board 
recommendations respecting plastics and glass. 
I wish to consider further the recommendation 
for the imposition of a new duty on iron or 
steel shot and grit. 


The second customs tariff resolution con- 
tains proposals for lower rates of duty on a 
list of items that enter into the costs of pro- 
duction of certain manufacturing and primary 
industries. A number of reductions are pro- 
posed in rates of duty on certain specialized 
equipment used in the mining industry. In 
respect of items used in agriculture there are 


several proposals for lower rates of duty, 


including some items of equipment used in 
the dairy industry, propane gas for use in 
tractors, clarification of the position of tractor 
tires and certain tractor accessories to ensure 
continued free entry, and ball and roller 
bearings for the repair of agricultural imple- 
ments and machinery. I am also proposing 
that provision be made for the free entry of 
complete aircraft and engines of types and > 
sizes not made in Canada. This is designed 
to be of particular assistance to the con- 
siderable number of smaller air transport 
companies which are anxious to re-equip 
with more modern aircraft. I am also pro- 
posing to widen the limit allowed from five 
dollars to ten dollars for the free entry of 
casual donations sent by persons abroad to 
friends in Canada. 

In addition, the resolution contains a con- 
siderable number of proposals for improve- 


‘ments in wording and classification to remove 


anomalies and to keep the items in line with 
recent developments. The schedule pertain- 
ing to automobile parts has been extensively 
re-written to bring it up to date with the 
present position of the automobile industry. 
The rates of duty proposed for automobile 
parts have generally been in effect for some 
time as a result of trade agreements negotiated 
under the general agreement on tariffs and 
trade. On the whole these rates are appre- 
ciably lower than the existing statutory rates. 


Under the third customs tariff resolution 
I am tabling it is proposed to bring into the 
permanent tariff a number of items on which 
reduced rates of duty have been granted tem- 
porarily by order in council on materials used 
in Canadian manufactures. Authority for 
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such temporary reductions is granted in sec- 
tion 284 of the Customs Act. Many of the 
items have been in effect for several years 
and experience: has shown that it is desirable 
to place them in.the permanent tariff. 


I would expect no net change in our cus- 
toms revenue as a result of all these 
amendments. 


COMMODITY TAX CHANGES 


Turning to commodity taxes, my purpose 
here as elsewhere is to make a number of 
adjustments and regroupings which will have 
the effect of reducing some tax rates, without 
seriously reducing our total revenues. They 
will also enable us to get back to the three 
broad groups of domestic commodity taxes 
which have become our accepted objective 
of a well-balanced, relatively simple, yet 
highly productive revenue system in this 
field. 


Hon. members will recall that our commod- 
ity taxes fall into three main categories: 
first, there is the so-called general sales 
tax, of which the rate is 8 per cent with 
an additional 2 per cent levied for old age 
security; second, there are the special excise 
taxes, in general applicable in addition to 
‘the sales tax, which are now levied on a 
wide range of consumer goods at a rate 
which, with a few exceptions, is presently 
25 per cent; third, there are the taxes and 
duties on liquor and tobacco products, both 
traditional and productive sources of revenue 
in the federal tax system. 


Except for minor additions to the list of 
exempt goods, details of which will be 
found in the resolutions, I am not proposing 
to touch the sales tax. For reasons which 
I have discussed fully in the past I am 
satisfied that in its present form, with the 
numerous and extensive exemptions granted 
under it, the sales tax is a fair levy. We 
are constantly striving to make it even more 
so, and will continue to do so in the future. 


The second broad group of taxes, the 
special excises, apply to a range of goods 
most of which are in the class of consumers’ 
‘durables and are less essential in the sense 
that in most cases their purchase and enjoy- 
ment may be postponed without serious 
sacrifice. In 1949 we revised our rate 
structure so that on most goods the rate 
was 10 per cent. In the fall of 1950, after 
the invasion of Korea, we raised the general 
level to 15 per cent, and a year ago, when 
it appeared that our defence effort would 
make still heavier demands upon us, we 
raised the rate of broadest application to 
25 per cent and brought three types of 
household appliances under tax at a 15 
per cent rate. An exceptional instance in 


this group was soft drinks, which we raised 
to 30 per cent in the fall of 1950 and have 
retained at that rate since. 


One reason for attempting a year ago to 
reduce the current purchases of most of 
the items in this tax group was that we 
were facing the prospects of acute shortages 
in steel and other essential materials which 
go in large volume into these articles. Due 
in part to reduced production of these con- 
sumer durables, but even more to the rapid 
increase in steel producing capacity and 
improved supplies of other critical materials, 
we no longer face these difficulties to the 
same acute degree, although I should add 
that that statement would have to be 
qualified if we had prolonged work stoppages 
in the steel industry either in this country 
or in the United States. 


We can ill afford much loss of revenue, 
and I have given much personal study to 
this question. In this I have been helped 
by a considerable number of carefully 
prepared and thoughtful briefs from con- 
sumers, dealers and manufacturers. I am 
satisfied that a lower rate of tax will now 
meet our requirements, and I am proposing 
that effective from midnight tonight, the tax 
on all goods now bearing the 25 per cent 
rate under the Excise Tax Act will be reduced 
to 15 per cent, that the household appliances 
now taxed at 15 per cent will be exempted 
from this special excise, and that the 30 per 
cent rate on soft drinks be reduced to 15 per 
cent. In this connection the tax on carbonic 
acid gas will also be reduced, and products 
competitive with soft drinks, known as dry- 
powder drinks, will be made taxable at a 15 
per cent rate. The tax on candies, which was 
reduced last year to 15 per cent, will continue 
to be taxed at that rate. 


The details of the goods affected by these 
changes are given in the resolution, but for 
the information of the house I mention that 
included in the group on which the rate is 
reduced from 25 per cent to 15 per cent are 
automobiles, the smaller electrical household 
appliances, firearms, motor cycles, radios and 
phonographs, tires and tubes, golf clubs and 
balls and fishing rods and reels, cameras and 
supplies, lighters, cigars, luggage, pens and 
pencils, jewellery, ornaments, toilet articles, 
clocks and watches, and furs. The household 
appliances taxed at 15 per cent, and now to 
be exempted, are stoves, washing machines 
and refrigerators. 


The net reduction in revenue from the 
changes just proposed is estimated at $78 
million in the fiscal year. 
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Turning to the third main group of com- 
modity taxes—those on alcoholic beverages 
and tobacco—the principal problem I have 
had to deal with has been the cigarette tax, 
and there is no subject upon which I have 
received more free advice. Hon. members 
will recall that a year ago taxes were 
increased on both cigarettes and cut tobacco, 
and the tax on cigarette papers and tubes 
was repealed. I had then expected that there 
would be a net increase in revenue of $28 
million as a result of all these changes. 
Actually the increased revenue has turned 
out to be only $5 million, made up of a 
decrease of $1 million on cigarettes and an 
increase of $13 million on cut tobacco offset 
by the $7 million of taxes abolished on 
cigarette papers and tubes. 


In the case of cigarettes only I had forecast 
an increase of $21 million and I experienced a 
decline of $1 million. There are of course 
a number of reasons for this decline. I had 
expected that the higher prices resulting 
from the higher tax would affect consumption 
to some extent, but when they were combined 
with additional price increases announced by 
the manufacturers a little later, the effect 
on consumption was much more pronounced. 


Then our tobacco taxes are paid when the 
products are shipped from the factory and 
there were heavy but quite legitimate ship- 
ments from the factories in the several weeks 
preceding the budget. Further there was a 
prolonged strike during the summer in the 
plant of one large manufacturer. There has 
also been a considerable increase in the 
importation of American cigarettes, both legal 
and illegal, though in my opinion the volume 
of smuggling has been greatly exaggerated in 
much of the public discussion. 


After saying all this, the real situation is 
that when the various provincial taxes on 
cigarettes and the manufacturers’ price in- 
creases are added to the federal taxes we 
seem to have reached a point of diminishing 
returns. I therefore propose, effective imme- 
diately, to move the cigarette tax back to 
where it was a year ago, that is, a reduction 
of $1.50 per thousand, or three cents on the 
standard package of 20. As a result of this 
change and the consequential price reductions 
I would expect some recovery in cigarette 
sales, and I estimate the net reduction in 
revenue at $10 million. 


The tax on raw leaf tobacco will be reduced 
by the amount of last year’s increase. In 
recent years the use of tobacco in this form 
has been decreasing, and I have been 
impressed by the evidence that the present 
tax is unduly burdensome to the growers. 


A minor technical change that will be made 
in the case of manufactured and raw leaf 


tobacco will be to modify the charges now 
imposed to vary with the exact amount of 
tobacco in a package rather than to apply at 
a fiat amount per ounce or fraction of an 
ounce. 

In the ‘case of alcoholic beverages no 
changes of any consequence are proposed. 
Minor adjustments under the Excise Act will 
include the repeal of the duty on spirits used 
in fortifying wines or in any product thatis 
subject to a special excise tax. It is proposed 
to change the duty on beer made from sub- 
stances other than malt from 45 cents to 42 
cents per gallon in order to give the two forms 
of product equality of treatment. The revenue 
effects of these latter changes will be unim- 
portant. 


As usual I give public notice that no claims 
for refund arising out of tax reductions in 
respect of goods on which tax has been paid 
will be entertained by my colleague, the 
Minister of National Revenue. 


SUMMARY OF TAX CHANGES 


I am now in a position to summarize the 
effects of all the proposed tax changes, and 
in doing so I ask leave of the house to insert 
in the record the two usual tables, one show- 
ing the effect of the proposed tax changes 
on revenue, and the other giving a revised 
forecast of total revenue after giving effect 
to the tax changes. 


Effect on’ Revenue of Proposed Tax Changes 


Reduction Reduction 


in fiscal in a full 
year year 
1952-53 


(In millions of dollars) 
Personal income tax— 


Incorporation of 20 per cent 
surtax into rate structure .. 40 65 


Corporation income tax— 


Reduction due to -6 per cent 
adjustment in tax rate .... 12 18 


Increase due to incorporation 


of 5 per cent provincial cor- 
poration income tax into 


federal, taX /SLTUC UIE cn «nicl +25 +35 
Excise taxes— 
Reduction of 25 per cent rate 
TO POM DEL CCI) cy ss 516s «tale duiiss 58 64 
Reduction in tax on’ soft 
drinks from 30 per cent to 15 
DELICEMLI TS scale. te .laeeieer tei 10 11 
Repeal of 15 per cent tax on 
refrigerators, stoves and 
washing machines .......... 10 11 
Reduction in cigarette tax .... 10 11 
Other miscellaneous changes .. 1 1 
PAM i WAY... SOR 116 146 
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Revised Forecast of Revenues for Fiscal Year 1952-53 Taking Account of Tax Changes 


Personal income tax 
Non-resident income tax 
Corporation income tax 

Succession duties 
Customs import duties 
Excise duties 

Sales tax (net) 
Other excise taxes 
Miscellaneous taxes 


Pe ee ee ee 

ee eeeecer sores eoeeeeeseeeeoes 
eee eer soe eee esos reer eeseoee 
Par re ee 
eo reee rere eer eee e eres ores eereee 
weer cere re eee reese eres eseeeeeeesereeeere 

See 0.0.0 6 6 OLED O88 1 6 Obs 0 6 oO Biles © Cie ler6 he & b5eis 
sec eee eer eros eee n eee eeereeeerersres 


eo eo ee er eee see eos eee eeeeeeseses 


Total tax revenues 
Non-tax revenues 


eoeceereeerecer eee eee eee eee 


ececwr ee ee oe eee wees 


Total ordinary revenues 
Special receipts and credits 


eeoeceeere esc eee ees ees eo eeae 


Total budgetary revenues 


eee e eee eee eee ease 


Old Age Security taxes 
2 per cent sales tax 
2 per cent individual income tax 
2 per cent corporation income tax 


eeooceeereeoseoeeeseee ree oeee 
eeoererseeeoeeee 


eeoerceesescer ee 


The tables show that the net reductions in 
taxation during this fiscal year will amount 
to $116 million. Hon. members will recall 
that earlier in my speech I estimated the 
prospective surplus before tax changes, at 
$125 million. After giving effect to my 
proposed tax changes budgetary revenues are 
estimated at $4,279 million, expenditures at 
$4,270 million, and consequently an estimated 
surplus of $9 million. What I am really 
doing, of course, is budgeting for a balanced 
budget, since the $9 million surplus is less 
than one-quarter of one per cent of revenues, 
and less than the normal mathematical 
margin of error in the estimates themselves. 


A year ago, Mr. Speaker, I concluded my 
budget speech by saying that it would be too 
bold to hope that by this time circumstances 
would permit any reductions in tax rates, and 
the best hope I could hold out would be for 
no further increases in tax rates. I am glad 
that conditions have so turned out that I have 
been able to do a little better than I expected. 
I have not proposed any increases in tax 
rates, and I have been able to propose some 
downward adjustments. 


Unless conditions at home exceed even my 
generous expectations, and unless the clouds 
that overhang the international scene lift 
more rapidly than we now have a right to 
expect, my hope for next year is the same 


Forecast of Increase or Revised 
revenue Decrease (—) Forecast 
from in Revenue of Revenue 
Existing From Budget for 
Taxes Proposals 1952-53 
(In millions of dollars) 

1,240:0 —40-0 1,200-0 
60-0 60-0 
1,257:0 13-0 1,270:0 
43-0 43-0 
370:0 370-0 
240-0 240-0 
540-0 —1:0 539-0 
340-0 —88:0 252-0 
5:0 5-0 
4,095-0 —116-0 3,979-0 
275-0 275-0 
4,370-0 —116-0 4,254-0 
25:0 25-0 
4,395-0 —116-0 4,279-0 
135-0 135-0 
52-0 52:0 
48-0 48-0 
4,630-0 —116:0 4,514-0 


as that I expressed a year ago—an expecta- 
tion of no increases in tax rates, but not much 
likelihood of substantially lower rates. If we 
can do as well next year in bettering these 
expectations, as we have this year, I for one 
would be content, and I am sure that the 
house and the country, knowing full well the 
great and serious responsibilities that we 
in Canada carry in partnership with others, 
would fully share that sense of satisfaction. 


Mr. Speaker, I shall now table the resolu- 
tions which I shall move when the house 
is in committee. 


INCOME TAX ACT 


Resolved that it is expedient to introduce a 
measure to amend the Income Tax Act and to 
provide, amongst other things: 


1. That for the 1953 and subsequent taxation 
years there be substituted for the graduated rates 
of tax and the defence surtax that are at present 
applicable to the income of individuals, the fol- 
lowing graduated rates of tax: 


(a) 17 per cent of the amount taxable if the 
amount taxable does not exceed $1,000, 

(b) $170 plus 19 per cent of the amount by 
which the amount taxable exceeds $1,000 if the 
amount taxable exceeds $1,000 and does not exceed 
$2,000, 


(c) $360 plus 22 per cent of the amount by 
which the amount taxable exceeds $2,000 if the 
amount taxable exceeds $2,000 and does not exceed 
$4,000, 
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(d) $800 plus 25 per cent of the amount by 
which the amount taxable exceeds $4,000 if the 
amount taxable exceeds $4,000 and does not exceed 
$6,000, 


(e) $1,300 plus 30 per cent of the amount by 
which the amount taxable exceeds $6,000 if the 
amount taxable exceeds $6,000 and does not exceed 
$8,000, 


(f) $1,900 plus 35 per cent of the amount by 
which the amount taxable exceeds $8,000 if the 
amount taxable exceeds $8,000 and does not exceed 
$10,000, 


(g) $2,600 plus 40 per cent of the amount by 
which the amount taxable exceeds $10,000 if the 
amount taxable exceeds $10,000 and does not 
exceed $12,000, 


(h) $3,400 plus 45 per cent of the amount by 
which the amount taxable exceeds $12,000 if the 
amount taxable exceeds $12,000 and does not 
exceed $15,000, 


(i) $4,750 plus 50 per cent of the amount by 
which the amount taxable exceeds $15,000 if the 
amount taxable exceeds $15,000 and does not exceed 
$25,000, 


(j) $9,750 plus 55 per cent of the amount by 
which the amount taxable exceeds $25,000 if the 
amount taxable exceeds $25,000 and does not exceed 
$35,000, 


(k) $15,250 plus 60 per cent of the amount by 
which the amount taxable exceeds $35,000 if the 
amount taxable exceeds $35,000 and does not exceed 
$50,000, 


(1) $24,250 plus 65 per cent of the amount by 
which the amount taxable exceeds $50,000 if the 
amount taxable exceeds $50,000 and does not 
exceed $75,000, 


(m) $40,500 plus 70 per cent of the amount 
by which the amount taxable exceeds $75,000 if 
the amount taxable exceeds $75,000 and does not 
exceed $100,000, 


(n) $58,000 plus 75 per cent of the amount by 
which the amount taxable exceeds $100,000 if the 
amount taxable exceeds $100,000 and does not 
exceed $150,000, 


(o) $95,500 plus 80 per cent of the amount by 
which the amount taxable exceeds $150,000 if the 
amount taxable exceeds $150,000 and does not 
exceed $250,000, 


(p) $175,500 plus 86 per cent of the amount by 
which the amount taxable exceeds $250,000 if the 
amount taxable exceeds $250,000. 


2. That for the 1952 taxation year the graduated 
rates of tax applicable to income of individuals 
be the average of the present rates (including 
defence surtax) and the rates set out in para- 
graph 1. 


3. That with respect to income of corporations 
earned on and after January 1, 1952, the present 
rate of tax shall be increased from 15 per cent 
to 20 per cent on the first $10,000 of taxable income 
and from 38 per cent to 50 per cent on taxable 
income in excess of $10,000, and that the defence 
surtax be repealed. 


4. That there may be deducted from the amount 
of income tax otherwise payable by a corporation 
for a taxation year in respect of income earned on 
and after January 1, 1952, 

(a) the amount of income tax payable to the 
government of a province for that taxation year in 
respect of income earned on and after January 1, 
1952, as a result of its operations in that prov- 
ince, or 

(b) 5 per cent of the taxable income of the cor- 
poration of that taxation year under the Income 
Tax Act that is earned on and after January l, 
1952, as a result of its operations in that province, 
whichever is less. 


5. That for the 1952 and subsequent taxation 
years the maximum amount in respect of medical 
expenses that may be deducted in computing tax- 
able income be increased 


(a) to $2,000 in the case of a person who may 
at present deduct a maximum of $1,000, 


(b) to $1,500 in the case of a person who may 
at present deduct a maximum of $750, and 


(c) to $500 for each dependent in respect of whom 
a maximum of $250 may at present be deducted, 
subject to a maximum deduction of $2,000 by a 
husband and wife between them or by a person 
in respect of all his dependents; and that there 
be included in the medical expenses that may be 
deducted in computing taxable income _ those 
medical expenses that at present are not included 
by reason only that they were not incurred in the 
appropriate twelve-month period in which they 
were paid. 


6. That crown corporations that are classed as 
proprietary corporations in the Financial Adminis- 
tration Act shall pay tax on income earned on and 
after January 1, 1952. 


7. That the special deduction from income to a 
taxpayer whose principal business is the produc- 
tion, refining or marketing of petroleum or 
petroleum products or the exploring or drilling for 
oil or natural gas or mining or exploring for 
minerals, be allowed for expenses incurred in the 
1955 operations on the same basis as for expenses 
incurred in the operations in the years 1951 to 1954. 


8. That the special deduction from income and 
taxes of a taxpayer whose principal business is 
production, refining or marketing of petroleum or 
drilling for petroleum be allowed for expenses 
incurred in respect of deep-test oil wells in 1953 
operations on the same basis as for similar expenses 
in operations of the years 1950 to 1952. 


9. That the exemption of the income from a 
metalliferous or industrial mineral mine for the 
first three years of production now applicable to 
mines coming into production during the years 
1946 to 1954 be extended to mines coming into 
production during the year 1955. 


10. That a corporation resident in Canada whose 
gross revenue for a taxation year ending on or 
after January 1, 1952 derived from the distribution 
to or generation for distribution to the public of 
electrical energy, gas or steam is more than one- 
half its total gross revenue for the same period 
shall be entitled to a deduction from the tax other- 
wise payable by it under the Income Tax Act to 
the extent necessary to reduce to 43 per cent the 
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rate of tax payable by the corporation under that 
Act on that part of its taxable income for that 
taxation year that is derived on and after January 
1, 1952, from such distribution or generation. 


EXCISE TAX ACT 


Resolved that it is expedient to introduce a 
measure to amend the Excise Tax Act and to 
provide :— 

1. That the excise tax on goods enumerated in 
Schedule I of the Act that are at present subject 
to the rate of twenty-five per cent be reduced to 
fifteen per cent. 


2. That the excise tax on furs and articles manu- 
factured of fur be reduced from twenty-five per 
cent to fifteen per cent. 


3. That the excise tax on soft drinks be reduced 
from thirty per cent to fifteen per cent and that 
there be assessed, levied and collected an excise 
tax of fifteen per cent on preparations for house- 
hold use in making soft drinks. 


4. That the excise tax on _ stoves, 
machines and refrigerators be repealed. 


washing 


5. That the excise tax on carbonic acid gas be 
reduced from fiity cents to twenty-five cents per 
pound. 


6. That the excise tax on cigarettes be reduced 
from two and three-quarter cents to two cents for 
each five or fraction of five cigarettes contained in 
each package. 


7. That the excise tax on manufactured tobacco 
be changed from five cents per ounce or fraction 
of an ounce to eighty cents per pound. 

8. That the excise tax on Canadian raw leaf 
tobacco be reduced from one and one-quarter cents 


per ounce or fraction of an ounce to eight cents 
per pound. 


9. That the sales tax on the following goods be 
repealed: 

(a) drinks prepared from milk or eggs; 

(b) preserved fruits; 


(c) cooking oils and salad oils but not including 
mayonnaise or salad dressing; 


(d) baling wire for baling farm produce; 


(e) steel pens for farm animals; 

(f) preservatives for use exclusively in treating 
nets, ropes and lines used in the fishing industry; 

(g) clays and earth for use exclusively as filter- 
ing materials in the refining of petroleum oils; 

(h) goods enumerated in Customs Tariff items 
4lla, 437, 476b. 

10. That any enactment founded upon this Resolu- 
tion be deemed to have come into force on the 
ninth day of April nineteen hundred and fifty-two. 


EXCISE ACT, 1934 


Resolved that it is expedient to introduce a 
measure to amend the Excise Act, 1934 and to 
provide :— 

i. That the duty of excise on spirits distilled 
from wine produced from native fruits and used 
in the treatment of domestic wine be repealed. 

2. That the duty of excise on spirits used directly 
in the manufacture of goods subject to excise tax 
under schedule I of the Excise Tax Act be repealed. 

3. That the duty of excise on beer or malt liquor 
brewed in whole or in part from any substance 
other than malt be reduced from forty-five cents 
to forty-two cents per gallon. 


4, That any enactment founded upon this Resolu- 
tion be deemed to have come into force on the 
ninth day of April nineteen hundred and fifty-two. 


DOMINION SUCCESSION DUTY ACT 


Resolved that it is expedient to introduce a 
measure to amend the Dominion Succession Duty 
Act to correct certain anomalies, to clarify the 
application of certain provisions and to make cer- 
tain technical amendments. 


CUSTOMS TARIFF 


1. Resolved, that Schedule A to the Customs 
Tariff be amended by striking thereout tariff items 
216d, 216e, 216f, 231d, 23le, 237(a), 237(b), 237(c), 
237(d),  238(1),. 238(2), | 238(3) (i),  238(3) (il), 
238 (4) (1), 238 (4) (ii), 238 (5) (i), 238(5) (ii), 238 (6) (i), 
238 (6) (ii), 238a, 238b, 238c, 238d, 238e, 238f, 238g, 
318, 319, 320, 321, 322, 322a; 323 and 324, the several 
enumerations of goods respectively, and the several 
rates of duties of customs, if any, set opposite each 
of the said items, and by inserting the following 
items, enumerations and rates of duty in said 
Schedule A:— 
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4. Resolved, that Schedule B to the Customs Tariff be amended by striking thereout tariff items 1014 
and 1067, the enumerations of goods and the rates of drawback of customs duties set opposite each 
of the said items. 


5. Resolved, that any enactment founded upon the foregoing resolutions to amend Schedules A and 
B to the Customs Tariff shall be deemed to have come into force on the ninth day of April, one thousand 
nine hundred and fifty-two, and to have applied to all goods mentioned in the foregoing resolutions 
imported or taken out of warehouse for consumption on and after that date, and to have applied to 
goods previously imported for which no entry for consumption was made before that date. 
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BUDGET PAPERS 


presented by 
the Honourable D. C. Abbott, M.P., 
for the information of Parliament 


in connection with the Budget of 1952-53 


FOREWORD 
The purpose of these Papers is twofold: 


1. to present a general economic review of 1951, bringing together in one 
place and in convenient form some of the more comprehensive 
indicators of economic conditions prepared by the Dominion Bureau 


of Statistics and other Government Agencies, together with brief 
comments; 


2. to present a preliminary review of the Government accounts for the 
fiscal year ending March 31, 1952. 
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The tables in this Budget Paper are based upon estimates provided by the 
Dominion Bureau of Statistics and other Government Departments. Some of 
the figures appear for the first time; others have been published elsewhere. All 
1951 estimates are preliminary and subject to revision. 


Figures for Canada include Newfoundland for 1949, 1950 and 1951. 
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GENERAL REVIEW 


The first part of 1951 was dominated by strong inflationary pressures, but 
as the year progressed these became somewhat less severe. The underlying 
inflationary potential is still high but for the time being, at least, it appears 
to be under control. — 


A brief review of the post-war years will put our present problems in 
perspective. The years 1946 to 1948 were a period of transition from war te 
peace. This transition was achieved more smoothly and with rather less dis- 
turbance than many Canadians had feared. In Canada, as in other countries, 
we experienced in this period a greater rise in prices than had been expected, 
but the redeployment of labour from the armed services and the war industries 
to the tasks of peace was accomplished with far less unemployment and industrial 
dislocation than most people had dared to hope. 


By mid-1948 the reconversion of industry and the redeployment of labour 
had been largely completed, and for nearly two years, from the summer of 1948 
to the late spring of 1950 Canada enjoyed a period of relative economic equili- 
brium at high levels of employment and income. Price levels remained stable 
and employment remained high, and not even the sharp United States recession 
of 1949 nor the devaluation crisis in September of that year seriously disturbed 
the balance of the Canadian economy. 


The spring of 1950 saw the beginning of what seemed to be a new sustained 
upswing in Canadian economic activity, sparked by a rapid acceleration in the 
discovery and development of natural resources and re-enforced by the quick 
rebound in the United States from its recession of the previous summer. Even 
before the outbreak of hostilities in Korea, 1950 showed signs of developing 
a situation in which our resources would be fully extended in meeting the pro- 
grammes of peaceful economic expansion which the Canadian people had set for 
themselves. 


The Korean aggression, with the grave threats it exposed and the serious 
alarms it engendered, initiated a scramble for inventories all over the world. 
The world market prices of many staple raw materials—wool, tin, rubber, copper, 
lead, zinc, oils and fats, hides, cotton and chemicals—rose sharply, and within 
six months had gone up as much as 50, 100 and even 200 per cent. 


The first phase of this new inflationary cycle was largely psychological, 
stemming as it did from a fear of shortages and higher prices and a consequent 
scramble for inventories and replacements. Consumers participated in this 
scramble, particularly in the field of cars and household equipment and appli- 
ances. But the real inflationary force created by Korea flowed fundamentally 
from the necessity and determination throughout the Western world to carry 
through a speedy and a heavy defensive rearmament programme. ‘The magni- 
tude of the defence programme adopted was clearly one that could not be 
inserted into an already fully extended economy. To accomplish this defence 
programme in the time allotted it was necessary simultaneously to restrain 
consumption, encourage savings, increase productive efficiency and capacity, 
forego less essential forms of capital expansion, and divert labour and materials 
to defence and to defence supporting industries. 


In a free democratic country governments do not dictate the course of 
economic affairs, but governments can and should follow policies which guide 
or steer the economy in the right direction. The general import of government 
policies should contribute toward restraint where restraint is needed and toward 
expansion where expansion is needed. 
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Federal financial and economic policies have been designed to these ends. 
Consumer spending has been restrained by means of higher personal taxes and 
higher commodity taxes, especially on commodities that make heavy demands 
upon critical materials or other critical resources. Monetary policy has been 
such as to discourage the expansion of credit generally and consumer spending 
has also been restrained by the Consumer Credit Regulations. Greater savings 
have been encouraged directly through the more attractive terms of the sixth 
series of Canada Savings Bonds, as well as by the restraints on spending and by 
the increase in interest rates generally which has resulted from the rising demand 
for loan funds in the face of a limited supply. ; 


Capital expansion in the form of new plant and equipment has been restricted 
in the case of projects which are less essential in the context of present conditions 
and encouraged in the case of projects related to the broad needs of defence. 
This selective approach has been made both through the priorities and allocations 
policies administered by the Department of Defence Production and through 
the operations of the “deferred depreciation’’ regulations administered by the 
Department of Trade and Commerce. In a limited number of cases essential 
expansion in defence industries has been facilitated by the granting of accelerated 
depreciation on specialized new plant and equipment, or by direct capital assist- 
ance with government funds. : 


The greater difficulty of borrowing and the higher level of interest rates 
generally have had a moderating influence on investment in new capital projects, 
particularly marginal projects, and on investment in inventories. 


The following table summarizes some of the more significant monetary and 
credit statistics in recent years: 


ars Supply | Bank Loans Long term 
leds plus banks’ Consumer interest rate 
— bats. tad investments Credit (Theoretical 
ef ee Wate in non-gov’t Outstanding | yield of a gov’t 
deposite) securities 15 year bond) 
(millions) (millions) (millions) (per cent) 
1048 ; Decemibers sve. Sot cce tars eee $4,335 $3,341 $ 748 2-93 
$040" Decorrier eek ons. ae heat at aL 4,422 3,419 892 ; 2-75 
1950 Marches.) tee ee) 2 4,446 3,437 859 2°73 
UNG. eee cee eee oe 4,525 3,559 959 2°73 
September’ 3S HO ae 4,919 3,618 1,042 2-71 
Devem hepiiccaa ted (irs. . eeemcet ee 4,851 3,950 1,135 2°99 
TORE Mares eet cs ob ae Wake, te 4,669 4,101 1,097 3°25 
dume 423, SAP LAT OD BOY 4,750 4,133 1,107 3-25 
Septemberss/}. saural). aie 4,765 4,112 1,068 3°24 
DeCEntICR ee. oe SEs calde 4,843 4,085 1,090 3°50 
Le ANUaT yee st ee oe Se 4,697 Pa alias Pegi ae a AMINA iowa, 3-54 
Mebruaryi-: ..... AMAL e aes hy 4,730 3 OS0K 4... Ne TIS 3°55 


_ At will be observed that total money supply and bank loans, after a sharp 
rise in 1950, have levelled off or declined slightly during 1951, and this trend has 
been continued into the opening months of 1952. Consumer credit outstanding, 
which had increased by nearly 30 per cent in 1950, declined by about 4 per cent 


during 1951. Long term interest rates during the past 18 months have advanced 
about three-quarters of one per cent. 


The following table relating to capital investment in business illustrates 


the degree to which less essential investment has been restrained and the more 
essential encouraged. 


59 


he 8 eke, 27 change 

1952 rom 1950 

1950 1951 Intentions |————__________ 
1951 1952 


(millions of dollars) 


Primary and construction industries...... $ 697 $ 853 $ 859 +22 +23 
Mamracturmg 3.08 a2 Fe. t 511 755 929 +48 +82 
tat ete., Neds G,. ot, es Ba as 720 916 1,130 +27 +57 
Trade, finance and commercial.......... 397 396 309 —— —22 

Tibet UL PONY PIR $2, 325 $2, 920 | $3,297 426 439 


The Department of Trade and Commerce has further estimated that invest- 
ment intentions for 1952 in the case of industries fully subject to “deferred 
depreciation” are 17 per cent below 1951, while in the case of industries eligible 
for normal depreciation they are 15 per cent higher. 


The general economic position in the opening months of 1952 is that the 
inflationary pressures have been brought under control, but that at many points 
in the economy a strong inflationary potential still exists. Any series of adverse 
events which sharply raised the present international tensions could bring about 
a renewal of direct inflationary pressures that might seriously test our economic 
defences. But at the moment the prospects for 1952 indicate continued high 
levels of employment and general business activity, without any renewal of 
overt inflation, and with most of the increased output occurring in the defence 
and defence supporting sections of the economy. 


The inflationary pressures that persist are not evenly distributed through 
the economy. At some points and in some regions the economy is likely to be 
fully or more than fully extended. At other points and in other regions the 
available resources are likely to fall short of full utilization. While these contrast- 
ing situations will not persist indefinitely, it may take time to adjust them 
since resources both in labour and in plant and equipment are not fully or easily 
transferable, either technically or geographically. 


In the pages that follow the usual detailed tables and explanations are given 
showing the trends from 1948 to 1951 in the gross national product, personal 
incomes, saving and investment, the balance of international payments, em- 
ployment and earnings, and the trend of prices. 
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THE NATIONAL ACCOUNTS 


NATIONAL INcoME, PRropucT AND EXPENDITURE 


NATIONAL INCOME is the total of the annual earnings of Canadian residents 
from the production of goods and services. As such it includes salaries, wages 
and other forms of employee earnings in cash or in kind, as well as military pay 
and allowances. It includes corporation profits, interest, net rent, and the net 
income of farmers and others who are in business on their own account. 


Gross NatrionaL Propwct is the value at market prices of all the goods and 
services produced in a year by the labour, capital, and enterprise of Canadian 
residents. It is measured by adding together the costs of production. Part of 
these costs of production are the factor costs or, more simply, the earnings of the 
factors of production, labour, capital and enterprise; and the total of these factor 
costs is National Income. Indirect taxes and other costs such as depreciation 
allowances also enter into the cost of goods and services although they do not 
form part of the income of Canadians. They are, therefore, added to National 
Income to obtain Gross National Product. Subsidies on the other hand may be 
regarded as offsets to costs of production and are therefore deducted. 


Gross NATIONAL EXPENDITURE measures the same aggregate as Gross 
National Product but in a different way. ‘The goods and services produced in a 
year are either sold at home or abroad or added to inventories. Thus Gross 
National Expenditure is obtained by adding together all sales and adjusting them 
for imports and changes in inventories. While Canadian expenditure on imported 
goods and services is included in the total sales to consumers, to governments, 
and to business for capital account, it is not part of the disposition of Canadian 
production and is therefore deducted. But since foreign expenditures on Cana- 
dian goods and services, 1.e., exports, form part of the earnings of Canadians in 
the Gross National Product, they are included in Gross National Expenditure. 


GROSS NATIONAL EXPENDITURE 
IN CURRENT AND CONSTANT (1935-39) DOLLARS 


BILLIONS OF DOLLARS 1926-195) BILLIONS OF DOLLARS 
2 


ION OF CANADA 
MILLIONS 
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NATIONAL INCOME AND PRopuUcT 


Gross National Product reached $21,241 million in 1951, an increase of 
17 per cent over 1950. After allowing for the upward movement of prices 
which amounted to 11 per cent, it is estimated that the real increase in product 
was rather more than 5 per cent. 


Since the present estimates of change in real product are only approximate, 
they must be used with some caution in assessing the importance of the gain for 
a given year or in comparing it with other years. However, it appears that the 
percentage gain in real product for 1951 was greater than the increase during 
1950 and comparable to the combined increases of the two years 1948 and 
1949. A significant factor in the increase in product, and one which did not 
operate in 1950 was the growth in the employed labour force of about 24 per cent. 
This was partly offset, however, by a decline of 1 per cent in average weekly 
hours worked. 


A substantial part of the estimated 5 per cent increase in real product, 
perhaps one-quarter, was due to increased agricultural production, particularly 
the western grain crop. Because of poor weather, part of this crop remained 
unharvested in 1951 and thus constituted an involuntary addition to inventories. 
It is an increase in real product which remains to some extent in doubt, and one 
which had no positive impact on the economy in 1951. Elsewhere in the econ- 
omy, although output was higher for the year as a whole, some significant 
changes occurred during the course of the year in both the pace and pattern of 
production. Thus while the index of industrial production averaged 212-0 for 
1951, or 6-9 per cent above the average for 1950, it rose to a peak of 223-4 in 
May from which it declined to 200-3 in December. A very significant factor in 
this rise and decline was the change in demand for consumer goods, particularly 
durables and textiles which weakened greatly after the first four months of the 
year, and resulted in a sharp curtailment of production. The increase in expendi- 
tures for defence and resource development, which became more important’ as 
the year advanced, was not sufficient to offset the effects of reduced demand for 
consumer goods, so that the index fell at year end below the levels reached late 


TABLE 1 
NATIONAL INCOME AND GROSS NATIONAL PRODUCT 


— 1948! | 1949 | 1950 | Prelim. 
1951 


(Millions of Dollars) 


1. Wages, salaries and supplementary labour income.| - 7,170 7,761 8,271 9,640 
2. Miltary pay and allowances,./)¢......0.--62+-ee- 82 115 137 201 
SP MIVeSHMENtINCOMG 6... 1 ds ote eae tent rat as 2,464 2,445 3,088 3,655 
4. Net income of unincorporated business— | 
(a) farm operators from farm production?.... 1,518 1,504 1, 547 2,138 
(b) non-farm unincorporated business......... 1,326 1,369 1,412 1,595 
5. National Income (1+2+3-+4)................... 12,560 13,194 14,555 17,229 
6. Indirect taxes less subsidies....................-. Liz 1,830 2,005 2,386 
7. Depreciation allowances and similar business costs 1,276 1,437 1,607 1,763 
Sg. ‘Hesiqualletror of estimiste....'. 23 teeos2ss teense: 5 1 —45 —137 
9. Gross National Product at Market Prices 
ee ead ie ad DORE ee ae. 2Gr docp eda 15,613 16,462 18,122 21,241 
10. Index of G.N.P. in Constant Dollars.............. 100 103 108 114 


1 Excludes Newfoundland for which the Gross National Product in 1948 was about $175 million. 
2 Includes undistributed Wheat Board trading profits, and inventory revaluation adjustment on a 
calendar year basis for grain held by Wheat Board. 
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in 1950. Real product for the year as a whole showed an increase over 1950 
because of the steady advances in production for defence and resource develop- 
ment, and because the very heavy production of consumer goods in the first part 
of the year offset the declines in the last half. 


Farm income showed a very large increase of 38 per cent. This was due 
to higher prices, particularly for livestock and to an increase in the volume of 
agricultural production. A very large factor in the increased production was 
the western grain crop, estimated at 30 per cent above 1950 and 35 per cent above 
the ten year average. A substantial part of this crop is still not harvested. 


The earnings of wage and salary workers rose by 17 per cent during 1951, 
largely as the result of higher wage rates, although the number of paid workers 
was on the average about 6 per cent above 1950 levels. This gain in labour 
income is much larger than the increase of 7 per cent recorded between 1949 
and 1950. Military pay and allowances increased by $64 million or approxi- 
mately 50 per cent. 


Investment income increased by 18 per cent over 1950 compared with an 
increase of 26 per cent between 1949 and 1950. This somewhat more modest 
advance was due to the less rapid increase in corporate profits which constitute 
the bulk of investment income. In 1950, for example, corporate profits before tax 
rose by 28 per cent compared with an estimated increase of 16 per cent in 1951. In 
contrast to labour income, corporate profits were more responsive to the upsurge 
of inflationary pressure after the outbreak of war in Korea and rather more 
sensitive to the lessening of that pressure in the latter part of 1951. 


NATIONAL EXPENDITURE 


In addition to the estimated increase of more than 5 per cent in Canadian 
real product, imports of goods and services exceeded exports by $534 million in 
1951 compared with an excess of $329 million in 1950. Taking both these 
factors into account, therefore, Canadians used about 6 per cent more goods 
and services in 1951 than in 1950. 


This increased product went for defence and capital purposes, many of 
which were defense supporting, rather than for consumer expenditure. It is 
estimated that personal expenditure on consumer goods and services rose by 10 
per cent during 1951 but that all of this increase was accounted for by rising 
prices. 

TABLE 2 


GROSS NATIONAL EXPENDITURE 


ieee 1948! | 1949 | 1950 | Prelim. 
1951 


(Millions of Dollars) 


. Personal expenditure on consumer goods and services 16, 112 10,963 11,862 13,062 
Government expenditure on goods and services... . 1,798 ae 233 2,323 3,120 
Gross domestic investment— 


Woe 


(a) plant, equipment and housing.............. 2, 685 2,968 Beas 3, 807 

(b) change in inventories. ...¢. 4... fee. ku te 605 231 1,005 1,650 
4, Exports of goods and services ?.................... 4,054 4,011 4,185 5,099 
5. Imports of goods and services *.................4.. —3,636 —3,837 —4,514 — 5,633 
Gnesidual error Ul extimate.!....:.46.7 cee —5 —2 +45 +136 
7. Gross National Expenditure at Market Prices s 

fl St 2a tet-G) dei. pis vv le ee 15,613 16, 462 18,122 21,241 
8. Index of G.N.E. in Constant Dollars.............. 100 103 108 114 


1 Excludes Newfoundland. 


‘S 2 Minor adjustments have been made to the figures of current receipts and payments shown in Table 
and in ‘‘The Canadian Balance of International Payments, 1926 to 1950’’, Dominion Bureau of Statistics, 
to achieve consistency with the other component series. 
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_ Of all expenditures, those made by the federal government for. defence 
showed the largest percentage increase rising from $493 million in the calendar 
year 1950 to $1,160 million in the calendar year 1951. This increase claimed 
about one-half of the nation’s total gain in real output for 1951. 

While federal government defence spending showed the largest percentage 
increase, the increase in expenditure for gross domestic investment was equally 
significant in absolute terms. Investment in plant, equipment and housing 
increased by $591 million, an increase of 18 per cent in value or about 7 per cent 
in volume terms. Investment for these purposes thus absorbed 18 per cent 
of the nation’s total output in 1951, a proportion relatively unchanged from that 
of the previous year. In addition, inventory accumulation is shown at the record 
level of $1,650 million or $645 million higher than in 1950; but this figure needs 
qualification. Approximately $370 million of the total change in inventories 
represents the value of the physical change in farm inventories. Of the balance, 
however, a very considerable part reflects an increase in the prices at which 
year-end inventories are valued rather than an increase in the volume of inven- 
tories held. In volume terms business inventories increased by 12 per cent in 
1951 compared with 10 per cent in 1950. 


PERSONAL INCOME AND ITs DISPOSITION 


For the purpose of showing the relationship between the incomes, spending 
and saving of Canadians, Personal Income is a more useful concept than National 
Income. 

Personal Income differs from National Income in a number of ways. It is 
defined as the sum of current receipts of income regardless of whether these 
receipts are earnings from production. Thus it includes only that part of corpor- 
ation profits which is actually received by Canadian persons as dividends. 
Similarly deductions must also be made from employees’ total earnings for 
unemployment insurance contributions or pension contributions which, although 
forming part of the compensation for services performed, are not actually received 
by the employee within the year. On the other hand, transfer payments such 
as family allowances, old age pensions, veterans’ benefits and charitable contri- 
butions of corporations, are part of personal income although they are not pay- 
ments for services and, therefore, do not form part of National Income. 


TABLE 3 
SOURCES OF PERSONAL INCOME 


— 19481 | 1949 


1950 | Prelim. 
1951 


(Millions of Dollars) 


1. Wages, salaries and supplementary labour income..| = 7,170 7,761 8,271 9,640 
Deduct: Employer and employee contributions to 

social insurance and government pension funds — 224 — 239 —259  —316 

2. Military. pay and allowances. ....-........2..0003. 82 115 137 201 
3. Net income received by farm operators from farm 

ORs, A i 1,627 1,600 1,446 2,191 

4, Net income of non-farm unincorporated business... 1,326 1,369 1,012 1,595 
5. Interest, dividends and net rental income of per- 

eet ee ee Dlr g sca tks cee sees 1,058 1,157 1, 290 1,454 
6. Transfer payments to persons (excluding interest )— 

fa tOOk POVAIRINONE: 1 osc eee ates Ps. ss 863 950 1,012 1,001 

(b) charitable contributions made by corpora- or 

MONE: =: esas ee Ce ens eee 22 23 25 Za 

(c) net bad debt losses of corporations....... 19 21 23 25 

7. Personal Income (1+2+3+4+5+6).............. 11,943 12,757 13,457 15,818 


1 Excludes Newfoundland. : . ; ; 
2 Excludes undistributed profits of the Wheat Board and an inventory revaluation adjustment on a 
calendar year basis for grain held by the Wheat Board. 
. Includes all government debt interest paid to persons. 
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A special adjustment is necessary for farm income since the farmer does not 
receive full payment for his grain at the time it is delivered to the Wheat Board. 
An initial payment is made upon delivery and subsequent payments adjust 
for the full price realized by the Board. Thus for a time a part of the farmer’s 
income accumulates with the Wheat Board. For purposes of national income, 
net farm income is shown in table 1 on an accrued basis and includes income 
accumulated with the Wheat Board on behalf of farmers. For purposes of 
personal income, however, an adjustment is necessary to exclude such 
accumulated income and to include only the disbursements of the Wheat Board 
whether in respect of current or prior years’ deliveries. 

Personal Income rose by $2,361 million or 18 per cent during 1951. The 
largest part of this increase was due to the gain of $1,312 million in salaries and 
wages net of employer and employee contributions to social insurance and 
government pension funds. Net income received by farmers rose very sharply 
by 52 per cent, while net incomes from other unincorporated business increased 
by only 5 per cent. The rise in farm receipts was accentuated by larger Wheat 
Board disbursements. Dividends paid out by corporations increased by 2 
per cent. Transfer payments were the only source of personal income which 
fell below 1950 levels and the decline in these was slight. The gain in personal 
income on a per capita basis appears to have been greater than the rise in prices 
of consumer goods and services. 

On the expenditure side, some significant changes took place during 1951. 
Personal direct taxes increased by $281 million or 38 per cent owing to the com- 
bined effect of rising incomes and higher income tax rates. 


In spite of higher taxes, however, disposable income, or personal income 
after payment of taxes increased by $2,080 million or 16 per cent in 1951. 
Excluding the portion of this increase which is accounted for by the rise of $370 
million in farm inventories, the balance of $1,710 million might have gone to 
swell the total of personal expenditure on consumer goods and services. In fact, 
however, $641 million or 38 per cent of it went to increase the volume of personal 
saving. Thus personal saving, excluding change in farm inventories, increased 
from 5-7 per cent of disposable income in 1950 to 9-3 per cent in 1951, a 
ratio approximating those of 1948 and 1949. It appears that the rise inexpenditure 
on consumer durables in 1950, which contributed substantially to the lower level 


DISPOSITION OF PERSONAL INCOME 
CALENDAR YEARS 


MILLIONS OF DOLLARS MILLIONS OF DOLLARS 
16000 16000 
PERSONAL DIRECT TAXES 
EEC4 PERSONAL SAVINGS 
12000 PERSONAL EXPENDITURE ee 1 
ON TOTAL CONSUMER GOODS PERSONAL EXPENDITURES ON . ona ! 12000 
AND SERVICES CONSUMER DURABLE GOODS i 
8000 8000 
e000 — : ‘ oo: 4000 
a o 


1926 30 1934 1938 1942 1946 aboot 
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TABLE 4 
DISPOSITION OF PERSONAL INCOME 


se 1948} | 1949 | 1950 | Prelim. 


(Millions of Dollars) 


1. Personal direct taxes— 


ia) IBCOMIO TAXES) 204.00, 0 au oe Heed ws iow 8 ks te 677 612 890 
ry miccesmon duties. <n. Peee. oo ee terete 58 55 63 63 
ic) miscellancous tavess:.- OG MSlb ieee Ls 47 57 60 63 

LagtaT CLITCCL. LALOS. pe ee oe as oe 822 789 735 1,016 


2. Personal expenditure on consumer goods and 


services— 
Goods— 
(ajumonadurables sic cess 3... co ee erent: 6,461 6,799 7,115 7, 864 
TRIED. go esd <8 -<. 6 « «ni bee Oe 914 1,084 1,320 1,318 
GTA MICOR: ik hE «a's. es. so apdteds Ae nee PATH 3, 080 3,427 3,880 
Total consumer expenditure............. 10, 112 10, 963 11,862 13, 062 


3. Personal saving— 


(a) personal saving excluding farm inventories... 1,074 1,077 729 1,370 

4 (b) “chaage in farm inventories... 2) abe... 4.0. — 65 —72 131 370 
feotal personal saving: <5 eee. «+ «sar eteets 1,009 1,005 860 1,740 

4. Personal Income (1+2+4+3).............0...0...0008. 11,943 12,757 13,457 15,818 


1 Excludes Newfoundland. 


of saving in that year, was accompanied by a sharp increase in consumer debt; 
and that repayment of this debt in 1951 was an important factor in restoring 
the savings ratio to 1948-1949 levels. 

The extraordinarily high level of consumer durable goods purchases in the 
first quarter of 1951 gave way during the rest of the year to greatly reduced 
spending so that expenditures on these commodities were for the year as a whole 
unchanged from 1950 in value and significantly below in volume. A combina- 
tion of several factors appears to have been responsible for this trend. In some 
fields the backlog of post-war demand had been met and in others the market had 
been narrowed by advance buying in anticipation of shortages or higher prices. 
Heavier excise taxes and restrictions on consumer credit were further deterrents. 
In the non-durable group clothing purchases were reduced, but food consumption 
remained close to 1950 levels. Only in the case of services was there a greater 
volume of purchases and this increase was on a moderate scale. After adjusting 
for price changes, the level of total consumer expenditure seems to have remained. 
unchanged in 1951. In per capita terms the preliminary estimates indicate 2 
decline of about 2 per cent. 


SOURCE AND DISPOSITION OF SAVING 


Saving may be regarded as the source from which investment expenditure 
is financed. Income arising out of production may either be spent or saved. 
At the same time production will be absorbed either by consumption expenditure, 
or by investment expenditure at home for new plant, equipment, housing, or 
additions to inventory, or by investment abroad. Saving must therefore equal 
investment. It is, therefore, possible to construct tables which show, on the one 
hand, the sources ‘of saving and, on the other, the use of these savings to finance 
gross investment at home or investment abroad. 
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In addition to personal saving which was mentioned there can be govern- 
ment saving and business saving. If, for example, governments have a surplus 
of revenue over expenditure, this surplus constitutes part of the nation’s saving. 
If there are government deficits they are an offset to the total of private 
saving by individuals and businesses. 


During 1951 the composition of saving changed substantially. Personal 
saving increased by $880 million, government saving by $371 million while 
business saving, including undistributed Wheat Board trading profits, declined 
by $37 million. Asa result business saving in 1951 was relatively less important 
as a source of funds for the rapidly growing investment demand at home. Less 
than 45 per cent of gross domestic investment was financed from business saving 
during 1951, compared with almost 60 per cent in 1950. 


TABLE 5 
SOURCES OF SAVING 


- 1950 Prelim. 


a 19481 1949 1951 


(Millions of Dollars) 


Peraoial Sa Ving. ccc s fedeue ah eae oe a te ee 1,009 1,005 860 1,740 
Gross business saving—total..........ec cee cess eeees 1,948 1,925 2,429 2,392 
(a) Undistributed corporation profits.............. 788 607 746 710 
(b) Depreciation allowances. ..............0eeeeeee 1,276 1,437 1,607 1,763 
- (ce) Net bad debt losses of corporations............ —19 —21 —23 —25 


(d) Undistributed Wheat Board trading profits and 
inventory revaluation adjustment on grain 


held: by. Wheat Bots]. .a.. J. casa menes en —109 —96 101 —53 

(e) Inventory revaluation adjustment?............. 7 —2 —2 —3 
Adjusted government surpius (+) or deficit (—)?..... 746 440 693 1,064 
Residual error of eneinauten =: gies: AA A Soe e. | 5 1 —45 —137 
otal los. Aah he Caos Lh. Sa 3,703 3,371 3, 937 5,059 


1 Excludes Newfoundland. 

2 The adjustment has been made only to grain held in commercial channels. 
3 See Table 10, footnote 2.: 

4 See Tables 1 and 2. 


Personal saving of $1,740 million in 1951 was equal to 12 per cent of 
personal income after payment of direct taxes. It constituted slightly less than 
35 per cent of the nation’s saving from all sources in 1951 compared with 
approximately 22 per cent in 1950, 30 per cent in 1949, and 27 per cent in 1948. 
Even excluding the large saving of $370 million in the form of farm inventories, 
which was to some extent involuntary, personal saving showed a marked recovery 
from the low level of 1950. While a good part of the increase in saving took the 
form of a reduction in consumer debt, there was also some increase in liquid 
saving. 


In 1951 more than 21 per cent of the nation’s saving was made up of the 
combined surplus of federal, provincial and municipal governments, compared 
with less than 18 per cent in 1950. This government saving was largely the 
result of the federal surplus, since little more than 3 per cent of it was due to the 
surpluses of all provincial and municipal governments combined. 


_ In 1951, as in 1950, there was an increase in net foreign indebtedness since 
imports of goods and services again exceeded exports. The deficit on current 
account was financed by a net inflow of capital, largely from the United States, 
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rather than by a reduction in Canada’s reserves of foreign exchange. A good 
part of the capital inflow was the result of Canadian borrowing abroad. But to 
some extent the movement was initiated outside the country; and capital flowed 
into Canada in response to opportunities for direct investment, thus contributing 
to the deficit on current account while furnishing the funds to finance it. Look- 
ing at Canadian investment as a whole, the increase in net foreign indebtedness 
constituted a substantial offset to gross domestic investment in 1951. 


TABLE 6 
DISPOSITION OF SAVING 


Prelim. 
~ . 19481 1949 1950 | 1951 


(Millions of Dollars) 


Gross domestic investmentix:. .. 032.000 chal eeitees 3, 290 3,199 4,221 5,457 

Net increase in foreign assets (including foreign | 
ercnange) adjusted*.......... 2. do eee ae sas es ees 418 174 |. ~~ —329 —534 
Residual error of estimate’...../. 1. creme wn eee —§ —2 +45 +136 
Totals...) awe: ne eee 3,703 Wiel Meee 5,059 


1 Excludes Newfoundland. 
2 Minor adjustments have been made to the figures appearing in Table 12. 
3 See Tables 1 and 2. 


Business saving consists for the most part of amounts set aside for depre- 
ciation and undistributed profits. In 1951 an increase of $400 million in 
corporation profits before taxes brought the total to $2,850 million. The rate 
of increase was much below the 28 per cent increase shown'for 1950. While 
corporate profits increased by $400 million during 1951 the liability for cor poration 
taxes is estimated to have increased by $421 million so that there was a reduction 
of 1 per cent-in corporation profits after taxes. ‘This, together with the increase 
of 2 per cent or $15 million in dividends paid out during 1951, brought about a 
reduction of $36 million or approximately 5 per cent in ene corporation 
profits. 7 : : 

TABLE 7 


CORPORATION PROFITS, TAXES AND. DIVIDENDS... 


1948! 1949 | 1950 Prelim. 


ef 


(Millions of Dollars) 


Corporation profits before taxes..,........... 8.005660 1,955 ad, 906, | oie 2, 460 p Ff 2,850 
; Deduct POrpors LION WATER si: ni dacs Ramin «shaipias wis —685 Peres | 4 23 | gy Pe 
‘ECPM, profits after he en, om es. Se 1,270 1,175 |. 1,427 1,406 
Deduct dividends CLG OUG rs Me Cin aae 5 ee 482 — 568 —681 ba — 696 
Undistributed Remy es eee Te ne Vena ee ae 2 788 607 a (Le 710 


1 Excludes Newfoundland. 

2 Includes depletion charges and is adjusted for losses, and for conversion to a calendar year basis. 
3 Taxes paid or payable in respect of the calendar year’s income. (See Table 10). 

4 Includes charitak le contributions made by corporations. (See Table 3 Item 6 (b)). 

5 See Table 5. 
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INVESTMENT AND CAPITAL EXPENDITURE 


Investment in plant, equipment and housing continued to increase and 
formed a slightly larger share of gross national expenditure in 1951. In con- 
struction, a shift to non-residential uses took place during 1951, leaving resi- 
dential building at a physical level about 16 per cent below 1950. The value of 
new machinery and equipment showed a very great increase, rising about 30 per 
cent above 1950 levels. The increase in investment in inventories constituted 
an even larger amount in dollar terms. Apart from changes in farm inventories 
however, a very large part of the dollar figure shown represents a change in the 
prices at which year-end inventories are valued, rather than the value of 
the physical change. As indicated above the volume increase in business 
inventories is estimated at 12 per cent for 1951 compared with 10 per cent for 
1950. The very heavy demand for inventory which characterized the early part 
of 1951 gave way in the third and fourth quarters to a more cautious policy. 
Consequently most of the inventory accumulation took place in the first and 
second quarters and the record holdings at year-end appear to have been to 
some extent, involuntary. 


TABLE 8 
GROSS DOMESTIC INVESTMENT 


Prelim. 
ae 19481 | 1949 | 1950 | 1951 
(Millions of Dollars) 

Housing, plant, and equipment—total?............... 2,685 2,968 3,216 3,807 
New residential construction...............2.05- 637 742 801 778 
Other new construction: . 0.5 ....+. oc. escs es wen 818 903 1,026 1,215 
New machinery and equipment.................. 1,230 1,323 1,389 1,814 

Change in inventories—total.................cceeee: 605 231 1,005 1,650 
Grain in commercial channels’................... 51 —16 60 — 
Farm grain and livestock?..................0000: —65 —72 131 370 
All other inventories’. i. 4:60.44) teens See 619 319 814 1,280 
Gross Domestic Investment®................... $3,290 3,199 4,221 §,457 
Percentage of Gross National Expenditure........ 21-1 19-4 23-3 25-7 


1 Excludes Newfoundland. 


? Includes private businesses and institutions, and publicly owned public utilities. 
3 Value of physical change. 


‘Change in value. Includes privately financed industrial and trade inventories. 
5 See Table 2, Item 3. 


Table 9 gives an industrial distribution of business capital expenditures 
and brings them together with public capital outlays included under government 
expenditure in Table 2. The total of public and private capital expenditure 
increased by $766 million or 20 per cent during 1951. In real terms the increase 
is estimated at 9 per cent. The increase in both value and volume of capital 
expenditure during 1951 was more than double the increase experienced in 1950. 
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PUBLIC AND PRIVATE CAPITAL EXPENDITURE 
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The pattern of investment during 1951 underwent a change in emphasis 
and was increasingly directed towards defence and defence-supporting industries. 
Well over two-thirds of the increase in total capital expenditure of $766 million 
was undertaken by three groups: manufacturing, utilities and government 
departments. The outlay in manufacturing showed an increase for the first 
time since 1948, expanding by 50 per cent over 1950. Major contributions 
were made to this increase by heavy industries, particularly steel, aircraft and 
shipbuilding as well as the chemical group. Expenditures made by utilities 
including transportation and communications advanced by about $200 million 
to a total of over $900 million and accounted for almost 20 per cent of all 
capital investment. Capital expenditure by government departments was up by 
$138 million or 31 per cent. About 70 per cent of this increase was accounted 
for by federal government outlays and went for defence purposes and capital 
assistance. Investment in the primary industries remained high in 1951, 
increasing by $142 million or 23 per cent. The expansion in the development of 
oil and base metal resources and in woods operations was particularly noteworthy. 
The service sector underwent practically no change from the previous year, 
while the outlay for institutions increased moderately. 
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TABLE 9 ; 
PUBLIC AND PRIVATE CAPITAL EXPENDITURE 


ee et 
SI“? ii OOo 0 0mm. (yw{{(™”00T=wo0om=s—' 


Sd 19481 | 1949 | 1950 | Prelim. 


(Millions of Dollars) 


Acriculture and fishing: :........ «dees mee eee: 351 419 473 537 
Forestry .... 2. eR orem ety eS 28 26 34 65 
Mining, quarrying and oil wells....................-. 105 122 119: 166 
Manufacturinor sey, «vase co ccnion cherokee tren erorerietr nee 579 536 502 755 
Electric power, gas and water works................. 248 338 369 485 
Transportation, storage and communications......... 318 341 stil 431 
Construction Inaustrycccde eas «coe ee ee 59 55 71 85 
Trade, finance and commercial services.............. 281 293 397 396 
Institutions: cco: tee doe Geen Ck 6 s Sete | Derren ee 145 190 208 237 
LGusint Se, . dA Hopton eas os Recreate oles. 5 la en te On 668 776 845 840 
Government departments ...)........ 0. deudene esa alees 393 406 446 584 

Total Capital Expenditure’?.................... 35175 3,502 3,815 4,581 


Total Capital Expenditure as a percentage of 
Gross National Expenditure................. 20-3 21-3 ai:1 21-6 


Index of total Capital Expenditure in Constant 
Dollars. 3.4 BO. Re ee 100 104 107 117 


1 Excludes Newfoundland. 
2 For reconciliation with Gross Domestic Investment in Table 8, see below 


1950 1951 
Pusuiic AND Private CapiraL ExPENDITURE—Table 9................ceces 3,815 4,581} 4 
Derpvuct: . 
Provincial hospitals and schools, and municipal schools.............. —107 —126 
Government housing exc. C.M.H.C. rental housing.................. —44 —62 
Direct government department outlays..............cssccccccccccees —446 — 584 
Otherij 1). /0: eee ee, SR ee: bE 1) ok MOSTEA BBE 1G +2. 'n0 = 
App: tee bwd SPM: an 
Change in Tnventories(®. .0) i (bO2. LI, al PR VARIES. GERRS AE BODE 08S) 97 3.17 650 


Tora, Gross Domestic INVESTMENT—Table Si Dee ccamemn ce ae WO | ; 5,457 
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REVENUE AND EXPENDITURE OF ALL GOVERNMENTS 


In Table 10 “Government Transactions Related to the National Accounts” 
an attempt is made to bring together in one statement and under uniform head- 
ings, the activities of all governments in Canada on a calendar year basis. 


‘The table is designed to include only those transactions which have relevance 
for the National Accounts, and consequently the surpluses or deficits shown 
here do not agree with those shown in the various public accounts. It has 
been necessary to adjust the conventional accounting statements of fiscal year 
revenue and expenditure to exclude purely bookkeeping transactions such as 
those relating to reserves, write-offs, amortization, and other non-cash items, 
as well as the purchase and sale of existing capital assets; and to inélude the 
transactions of extra-budgetary funds such as unemployment i insurance, work- 
men’s compensation and government pension funds. Government loans and 
investments, and debt retirement, are not included in government expenditure. 


_ In the federal accounts, some of the more substantial adjustments are as 
follows: elimination of reserve for possible losses on active assets, elimination 
of reserve for veterans’ conditional benefits, elimination of expenditures charged 
with respect to the assumption of Newfoundland debt. in 1949, elimination. of 
expenditures charged with respect to shipment of World War II military equip- 
ment to N.A.T.O. countries, addition of expenditures out of Defence Equipment 
Replacement Account, elimination of write-down of active assets to non-active 
account, adjustment of corporation taxes to an accrual basis, inclusion .of the 
change in inventories of government commodity agencies and the Defence 
Production Revolving Fund, and elimination of sales of war assets. In addition, 
the federal figures are adjusted to a calendar year basis by using the monthly 
figures published by the Comptroller of the Treasury. 


Municipalities are for the most part on a calendar year bate but the 
el figures are based on the provincial fiscal years. Because of the lack 
of current information the 1951 figures for provincial and municipal governments 
involve a considerable element of estimation. 
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TABLE 10 


GOVERNMENT TRANSACTIONS RELATED TO THE NATIONAL ACCOUNTS 


_——————_____ TTT TEE En Tn 


GovERNMENT REVENUE— 
Direct Taxes — PF GrsODS ocsc5 vcs ot << tra ia ares ia rae wie 


Income and Excess Profits— 
PGdCra ico ee aPGE secs e Oreerele etereberoie tals 
Provincial and Municipal..................206. 
Succession Duties— 
Fradéral 5 eos bcc chanel nce cages fo ered ene 
PLOVINCIAL Here oe een ioe oie bale ta ceo) ciciereiaten Cotes 
Miscellaneous— 
Paderal 5 eR es ck 5 rece eaten gore 
Provincial and Municipal...............sseeee. 


Direct Taxes—Corporations. ............+22eeceees 


Income and Excess Profits— 
Mederal . ..: Ease ek, hae) 4 eee 
Provincial): ...:h26% ses eet he Pale 5 ok oe EO ree 


Other Direct Taxes— 
Withholding taxes—Federal.................220-- 


Employer and Employee Contributions to Social 
Insurance and Government Pension Funds........ 
Federal 


ee ese ee reese eee see eee eeeer eee ees eoeersreoeee 


Transfers from Other Governments— 
Provincial and: Municipal. 2)... ../2.saessesoeee 


ee ee oe eee ec eee eee eee reser e reese sereee 


Federal 


60 0) 6 6.6 0 0.6 6 6.0) e. 6s 015 0.0 6 60 00 0 te 6 eee 6 ee ee 


Ce ry 


eee ee ee rere reese ee ese eee eer ee eeee 


Federal? 


CC ee ee ee rr rr rs 


eee eee eee we eee eer reese 


Federal 


One) 0 6 (6 Wiehe) m0) 0.6. 8) S191 0) 6) (0. © © 6.0 0 (6 16 018 66 o 64 6 & 


Ce ee 


—S—S Ss $ 


- &xcludes Newfoundland. 


1948! 1949 1950 arene 
(Millions of Dollars) 
822 789 735 1,016 
717 674 612 890 
an 3 e rx 
29 26 34 35 
29 29 29 28 
6 7 7 6 
41 50 53 57 
685 731 1,023 1,444 
566 601 878 1,251 
119 130 145 193 
41 47 54 56 
1,847 1,907 2,069 2,519 
1,086 1,048 1,115 1,494 
761 859 954 1,025 
327 357 394 414 
89 110 137 151 
238 247 257 263 
224 239 259 316 
129 141 158 206 
95 98 101 110 
150 182 256 260 
4,096 4,252 4,790 6,025 
2,663 2,654 2,995 4,089 
1,483 1,598 1,795 1,936 
—746 — 440 — 693 —1,064 
—762 —497 — 686 —1,031 
16 57 —7 —33 
3,300 3,812 4,097 4,961 
1,901 Hp AUT) 2,309 3,058 
1,449 1,655 1,788 1,903 


2 For reconciliation with Public Accounts Surplus, see page 21. 
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TABLE 10—Concluded 


GOVERNMENT TRANSACTIONS RELATED TO THE NATIONAL ACCOUNTS 


—_— 19481 
GOVERNMENT ExpENDITURE— 
RJOGUS ANC CORVICES,. «fn ce eer. ee Te tea 1,798 
Federal— 
PICTODOO se Ses o's c's. ES PROKOP Foe ile hs sets e 255 
Non-defonce. : . :.. jaca. Beene ek Joe erates 424 
Pravinem: and Muniemal...sces ic. < o> gs nees sss 1,119 
Memon FAViients...crcicss Stent eet teeter. 1,327 
(er eee fo be O ee 1,001 
Provincial and Municipal....................:- 326 
CIOs. Savini 04 as 5 < iain d beast eas Ca 75 
Pemerabes’. ities. Ake a ee eS (a 
Provincial and Municipal «tvs casas condemns 4 
Transfers to Other Governments— 
WOR. F088 Ot Fadl cc bocvk . SA Teen teens 150 
URN PR TeTICIUULIC «..:5 5 05% is eos Vee RS eas. 3,350 
BORO Sh ek eins Sowa URL so Une ee eles oe ad 1,901 
Provincial and. Municipal}... é.«Geec0esssns5 > 1,449 
1 Excludes Newfoundland. 
1948 
Reconciliation with Public Accounts Surplus: 
Federal Government calendar year surplus for 
national accounts purposes.................... 762 
Adjustments: : 
Difference between calendar and fiscal year..... +36 
Difference between corporation tax accruals and 
DPOVETNETCNU TOCCIDUS.. fy eae ferns edie p arenes a es re —35 
Revenue items omitted........... ha wakndah Piet +154 
Reserves, write-offs and non-cash items omitted 
PPOTD OXDONGIDUED < oh cok. < G0 oe wae races ese ie bienis —92— 
Change in inventories of government commodity 
ARCNCICS: 1g « vl bic sere s iS. AS ea yieeken ep eee —18 
Shipment of military equipment to N.A.T.O. 
countries, less replacement..... rer are a ae _ 
Extra-budgetary funds for pensions and social 
ingurence: (NOt )icsisss) cde dteod nee a kee Pa ale ( Pelee —78 
CSEROF G11 UBEIMONES ys oo facia secs eee ane co aeees —53 
Federal surplus for fiscal year as per public 
NN i ta Ok Sk Ea cos gual ee 676 


(1947-48) 


52317—63 


Prelim. 
1949 1950 1951 


(Millions of Dollars) 


2,128 2,323 3,120 


361 493 1,160 

519 478 521 

1,248 1,352 1,439 

1,425 1,454 1,448 

1,022 1,022 988 

403 432 460 

77 64 133 

: oe 60 129 

4 4 4 

182 256 260 

3,812 4,097 4,961 

2, 157 2,309 3,058 

1,655 1,788 1,903 
1949 1950 1951 


(Millions of Dollars) 


497 636 /,031 
+311 —122 —300 
—34 —183 = 171 
+62 +73 +67 
—154 —130 —167 
+32 ~19 16 
ie iy —69 
—68 —56 —184 
—50 —61 —30 
596 131 21} 


(1948-49) (1949-50) (1950-51) 
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Federal government expenditure on goods and services increased by $710 
million or 73 per cent in 1951. More than 90 per cent of this increase was 
due to accelerated defence spending. Although the increase in defence spending 
was not as great as had been planned, it absorbed about one-half of the nation’s 
increased product for 1951. This increase does not reflect the full impact of 
the defence program on the economy since the larger part of the increase in 
private capital investment during 1951 was also directed to defence and defence 
supporting industries. Federal non-defence spending on goods and services, 
on the other hand, increased by less than 10 per cent and when account is taken 
of price increases, the. use of the nation’s product for these purposes ‘was 
approximately unchanged. The increase in provincial and municipal expenditure 
on goods and services for 1951 is estimated at 6 per cent. Here too no‘increase 
in real terms-is indicated when account is taken of prices. | 


The combined total of transfer payments for all levels of government 
remained approximately unchanged from the calendar year 1950, with decreases 
at the-federal level more or less offset by increases in provincial and municipal 
transfers. ‘The major declines were in payments to veterans and in unemploy- 
ment insurance benefits while increases occurred in family allowances, old age 
pensions and provincial and municipal grants to hospitals. 


GOVERNMENT EXPENDITURES ON GOODS AND SERVICES 


AS A PERCENTAGE OF GROSS NATIONAL PRODUCT 
Pere Pera 
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Although federal government expenditures were markedly higher because 
of the defence program, revenues rose even more sharply. This was due to 
a combination of higher rates and higher levels of prices and incomes with 
the influence of the latter factors predominating. Total federal revenues for 
the calendar year 1951 were $1,094 million or 36 per cent higher than in 1950. 
The largest increase was in direct taxes on persons and corporations which were 
$653 million or 41 per cent higher. The accrued liability for corporation taxes 
increased markedly because of higher corporation profits and the imposition of 
the defence surcharge of 20 per cent for the full year. It should be emphasized 
however that direct taxes on corporations are shown for purposes of the National 
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Accounts on an accrued basis to correspond with estimates of corporation 
income and hence are considerably higher for 1951 than actual receipts of revenue 
by the government. 


For all levels of government, indirect taxes exceeded direct taxes by 19 
per cent in 1948, 22 per cent in 1949 and 14 per cent in 1950; but in 1951 the 
two were approximately equal. This change was brought about by the heavier 
liability for federal direct taxes in 1951. 


As calculated for National Accounts purposes, federal government revenues 
increased a great deal more rapidly during the calendar year 1951 than did 
expenditures. Consequently, the surplus increased from $686 million in the 
calendar year 1950 to $1,031 million in the calendar year 1951. This federal 
surplus constituted 20 per cent of the nation’s total saving and was, therefore, 
a very substantial anti-inflationary factor. Combined provincial and municipal 
government revenue and expenditure on the other hand were more nearly in 
balance. 


The federal surplus shown for National Accounts purposes differs sub- 
stantially from the public accounts surplus, not only because of the difference 
between the calendar and the fiscal year, but because of other adjustments 
made to both revenues and expenditures to make the presentation consistent 
with figures shown for other sectors of the economy. A reconciliation table has, 
therefore, been appended to the government table which summarizes the major 
adjustments. 


GOVERNMENT DIRECT AND INDIRECT TAXATION 
AS A PERCENTAGE OF GROSS NATIONAL PRODUCT | 
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Direct taxes include. taxes on personal and corporate income, succession duties and personal fees. 
Indirect taxes include taxes on commodities, services,real property and business fees, 
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BALANCE OF INTERNATIONAL PAYMENTS 


When goods are exported, unless they are given away, they give rise to 
payments or debts in favour of Canada. Similarly, when goods are imported 
they give rise to payments or debts in favour of the rest of the world. Other 
transactions such as interest and dividend payments, the tourist trade, freight 
and shipping charges, also give rise to similar payments or debts in either direc- 
tion. The difference between the debits and credits arising from these current 
transactions is referred to as the net balance of international payments on 
current account. When total debits exceed total credits within a year, as was 
the case in 1950 and 1951, Canada goes into debt to the rest of the world or the 
rest of the world pays off some of its debt to Canada. When total credits 
exceed total debits as was the case for many years previous to 1950, the net 
position is, of course, reversed. 


TABLE 11 
BALANCE OF INTERNATIONAL PAYMENTS 
EstimMATtep CURRENT ACCOUNT BETWEEN CANADA AND ALL COUNTRIES 


(Millions of Canadian Dollars) 


— 1948 1949 1950 1951 
CURRENT CREDITS— 
Merchandise exports (adjusted)!...............-. 3,030 2,989 3,139 3,950 
Non-monetary gold. G2. a sc<.o say veameeaetn es 119 139 163 150 
Travel expenditures. ..gsc. tues oar mee te ee oe 279 286 275 271 
Interest and dividendste 2. --.s55.0 eee 70 83 91 115 
Freight and shipping... Agi: «si. ak Ge tsle sepa ele releias 336 303 284 337 
Inheritances and immigrants’ funds.............. 84 66 58 77 
Other current receiptsicus-0 ne... ks se ere es 229 211 233 276 
TotalCreditsy za ee ae ee 4,147 4,077 4, 243 5,176 
CURRENT Desits— 
Merchandise imports (adjusted)...............66- 2,598 2,696 3, 129 4,103 
Travel expendituress.; . Ute. ee ec os 133 192 226 280 
Interest. and dividends... 2 eee 325 390 474 447 
Freight and shipping: .... 00:00 02. eee oe 279 253 301 347 
Inheritances and emigrants’ funds................ 50 53 58 67 
Other current payments.............ccccccceerecs 310 306 384 456 
OCALCIIED IEG. oo ds ootee cae dss eee oe ee 3,695 3,890 4,572 5,700 
Net BALANCE ON CURRENT ACCOUNT..........c0c000: +452 +187 —329 — 524 


1 Aid to N.A.T.O. countries under Defence Appropriation Act has been excluded. 


EstImMaTED GEOGRAPHICAL DISTRIBUTION OF THE NET BALANCE ON CURRENT ACCOUNT 


(Millions of Canadian Dollars) 


—_— 1948 1949 1950 1951 
arte beg re and— 

ited Staleg lc: duns ei Ceew is sa vac kee ya aan —393 — 589 —403 —955 
United PATI IEOE ow Rides <n 's Alcona wate pe 0 ots RO +486 +439 +28 +220 
Rest of the Sterling Area............cccccuccccee +129 +135 —23 —29 
Other ORNG Countries...........°..0.0.......5 +227 +187 +109 +220 
‘thor Counttim..; secs ce. nee lee eee +3 +15 —4 +20 
AT AM Lk, xtc eh Dione +452 +187 —329 —524 


¢ 
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During 1951, Canada’s transactions on international account expanded 
greatly; exports of goods and services increased by 26 per cent and imports by 
31 per cent over 1950. Largely because of the rapid rise of import prices in the 
first half of 1951, the annual index of import prices showed a slightly greater 
increase over 1950 than did the index of export prices. This is another way of 
saying that our imports were on the average a little more costly in terms of 
exports than they had been in 1950. However, the terms of trade, or the prices 
which we pay for imported goods and services in terms of our exports, moved 
very much in our favour during the latter part of the year. This is indicated 
by the fact that the index of export prices advanced more or less steadily through- 
out the year from 115-9 in January to 125-8 in December, while the index of 
import prices which rose rapidly from 119-9 in January to 129-9 in June, had 
declined by December to 121-6. 

In volume terms exports advanced by 9 per cent and imports by 11 per cent. 
The growth in the excess of imports over exports in 1951 added about one-half 
of 1 per cent to the supply of goods and services available for Canadians. A 
large part of the increase in imports took the form of increased purchases of 
defence items and capital goods. : 

The deficit on current account for 1951 was $524 million, or $195 million 
more than the year before. Most of the change is accounted for in merchandise 
trade where the small favourable balance of 1950 was. replaced in 1951 by a 
deficit of $153 million. The deficit on merchandise account arose in the first 
six months of the year when imports were exceptionally heavy. In the last 
half of the year a decline in the value of imports coupled with a sharp rise in the 
value of exports produced a substantial merchandise surplus and this change in 
the situation appears to have carried forward into 1952. The change in the terms 
of trade in the last half of 1951 was an important factor contributing to this 
surplus. All other current account items gave rise to a net deficit of $371 million 
in 1951 compared to $339 million in 1950. The most important changes within 
these figures were a decline in our adverse balance on interest and dividend 
account of $51 million and a reversal of our tourist account balance from +$49 
million to —$9 million. | 


BALANCE OF INTERNATIONAL PAYMENTS 
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The geographical distribution of the net balance on current account changed 
substantially during 1951 and showed a reversal of the movement towards a 
closer balance with the principal trading areas which had occurred in the previous 
year. The increase in imports from the United States far outstripped the 
increase in exports and the deficit on current account increased from $403 
million in 1950 to $955 million in 1951. In contrast with the large deficit. with 
the United States, Canada’s overall export surplus with overseas countries rose 
by $357 million to a total of $431 million. Of particular importance was the 
sharp advance of $228 million in exports of goods and services to the United 
Kingdom and of $183 million to other O.E.E.C. countries. Transactions with 
the rest of the sterling area, although on a higher level compared to the previous 
year, resulted in little change in the net balance while a small credit vis-a-vis 
all other countries developed during 1951. 


Despite the current account deficit, Canada’s official reserves of gold and 
U.S. dollars rose by $37 million. The capital inflow, largely from the United 
States, although considerably smaller than the capital inflow of 1950, was thus 
more than sufficient to offset the current account deficit. The available details 
of transactions on capital account in 1951 are compared in the following table 
with similar transactions in 1950: 


(Millions of 
Canadian dollars) 
1950 1951 
Loans to United Kingdom and other governments (gross)— 
Drawings &..c seas a. ores eRe at idee ate dees. o eee eke —50 —_ 
RAPAVMNENTS.. dee « SAR BS cee Bois ats A Ble Be erg ci +74 +68 _. 
Net reduction in the U.S. dollar debt of the Government of Canada 
(expressed in U.S. dollars)............. eee kis ee a: A iaclaeres —50 — 
Increase (—) in official reserves of gold and United States dollars . . 
(expressed in U.8. dollans) io, b eet. cumeray Sy vente, «chk casein —624 —37 
Other capital, including exchange adjustments, errors and omissions... +979 = 493 
Totalte. sti ai... een ae te ko ae hea B20 eb od 


* Equal in size but opposite in sign to net balance on current account. 
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TABLE 12 


CANADA’S HOLDINGS OF GOLD AND U.S. DOLLARS 
(millions of U.S. dollars) 


Exchange Fund bs Other 
Account and overnment 


+ Bank of Canada of Canada 
Accounts 


Private? Total 


Gold 
Gold U.S. dollars|U.S. dollars}U.S. dollars} and U.S. 


dollars 
BW BO NTE OSS by >.i25.60 be oe ee, 204-9 33:8 22-4 132 393-1 
PSOE ST Matos ss ss bob ye ee. 218-0 54-8 33-4 98 404-2 
[ee EE a SA. cs 136-5 172-8 20-8 yi poue ll 
PS LR COT Ck Re TR! Oa 135-9 28-2 2070 LEE oe oe 187-6 
DS. Se ee eh el eee 154-9 88-0 75> Gomaeert. hae 318-5 
pO TRS cS Re oe he ces 224-4 348-8 16° 4 ees uh ee 649 -6 
Ne ig a, ER aca SNe ie Meet Aletha 293-9 506-2 1022 1 eee 902-2 
LIGETI LOSES Sha LLU en. pee 353-9 922-0 232 Male Lis eee 1, 508-0 
DeGeslAtOaGe ais Be eh a Cae 536-0 686-3 A Tbe pe Sa 8 1, 244-9 
pO PS. SE SRR RN es oh ced 286-6 171-8 AB ON tue nso 501-7 
FIGS SINE e he ok Oe Ook Boon 401-3 574°5 PAS WH ERR SN 3) 2 997-8 
a SE eat 55! A a ee BE 4 486-4 594-1 LOO OM laos ein tree DP AriToR 
LR VES bo RS ESD he Sn Sees 8, 5 SN 580-0 1,144-9 CORES SRG Seer > 1, 741-5 
DIG NEO a ee oe a oe ee 841-7 899-5 Bra es sieeve 1,778-6 


1 Not including $18-2 million in United States dollars borrowed by the Government of Canada in 
August, 1949, and set aside for the retirement on February 1, 1950, of a security issue guaranteed by it 
and payable at the holder’s option in United States dollars. 

2 Exclusive of working balances. 


-EMPLOYMENT AND EARNINGS 


Labour income during 1951 was estimated at $9,640 million, 17 per cent 
above 1950. The annual average earned income per paid worker rose from 
$2,316 in 1950 to $2,551 in 1951. 


Average weekly earnings in nine leading non-agricultural industries 
averaged $49.61 in 1951 compared to $44.84 in 1950. The December figure was 
$52.41 for 1951 and $46.63 in 1950. Hourly earnings in manufacturing were 
$1.24 at the end of 1951 compared with $1.08 a year earlier. These gains appear 
to have been sufficient to maintain the real value of weekly earnings. 


Part of the increase in total labour income is accounted for by the higher 
level of employment reached during 1951. The number of people employed 
throughout the year averaged 5,175,000, an increase of 129,000, or 2-6 per cent 
over 1950. The increase was more pronounced during the first half than during 
the second half of the year. In manufacturing, for instance, between January 
and June, 1951, employment was 8-8 per cent higher than during the same period 
of 1950; between July and December, it was 5-4 per cent higher. 
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THE LABOUR FORCE 
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UNEMPLOYMENT AS PERCENTAGE OF CIVILIAN LABOUR FORCE 
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TABLE 13 
THE CIVILIAN LABOUR FORCE 


ANNUAL AVERAGES 


(Thousands of Persons) 
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The easing in the demand for labour during 1951 was especially marked 
in certain consumer goods industries where it resulted in non-seasonal lay-offs 
and a shorter working week. In manufacturing, the average number of hours 
worked per week fell to 41-8 from 42-3. The percentage of the employed 
labour force working 35 or more hours per week declined slightly. 


Short-time and non-seasonal lay-offs are reflected in the increase in the 
number of persons registered at National Employment Service offices. During 
January and February, 1952, unplaced applicants averaged 332,000 and 369,000 
respectively. The comparable figures for January and February, 1951, were 
273,000 and 302,000. This is the period of highest seasonal unemployment. 


Persons without jobs and seeking work averaged 109,000, or 2-1 per cent 
of the labour force during 1951, compared to 171,000, or 3-3 per cent during the 
preceding year. 


The civilian labour force, which includes both the employed and unemployed, 
averaged 5,284,000, 67,000 more than during 1950. The rate of participation 
in the labour force was the same in both years: 53-7 per cent of the non- 
institutional civilian population over 14 years of age. The number of persons 
in the agricultural labour force continued to fall during 1951. The loss of 79,000 
persons, however, was more than offset by an increase of 146,000 in the size of 
the non-agricultural labour force. The sex composition of the labour force 
was substantially unchanged. During 1951, 218 out of every 1,000 workers were 
women; in 1950, 214 were women. 


In addition to the civilian labour force there were 85,000 in the armed 
forces at the end of 1951 compared with 60,000 at the end of 1950. 


PRICE TRENDS 


After the outbreak of war in Korea the period of relative price stability 
which had prevailed for more than 18 months, gave way to rapidly rising prices. 
This was particularly true for the latter half of 1950 and the early months of 
1951. In the whole period from the outbreak of war in Korea to the present time 
the wholesale price index rose by slightly less than 11 per cent and the cost-of- 
living index by almost 13 per cent. 


For the year 1951 as a whole, wholesale prices averaged 13-7 per cent above 
1950. The larger part of this rise, however, was confined to the first quarter. 
Subsequent small increases carried it to a peak in July from where it steadily 
declined. Thus, in December 1951, wholesale prices were only 2-3 per cent 
above those prevailing at the beginning of the year. This decline has persisted 
into 1952 with the wholesale price index for February a further 2-1 per cent 
below December 1951, and a full 2-5 per cent below February 1951. Prices 
of fully and chiefly manufactured goods followed exactly the trend of the total 
index. The index of Canadian farm products, however, showed a more rapid 
increase during the first quarter of 1951 and, in spite of some decline in the spring, 
reached a peak in July at a point more than 10 per cent above the beginning 
of the year. By February, 1952, it had once more declined to the level of 
January, 1951. 


Except for a slight decline of 0-1 points during December, the cost-of-living 
index rose in each month of 1951. For the year as a whole the increase amounted 
to 11 per cent but most of the rise was confined to the first two quarters in which 
there was an increase of 9 per cent compared with an increase of 2 per cent in 
the last two quarters. The increase in the cost-of-living index during the last six 
months of 1951 was offset by declines in February and March of 1952 so that 
the index at March 1 again approximated the level of August, 1951. 
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TABLE 14 
WHOLESALE PRICE INDEXES 
(1935-39100) 
Fully and 
Canadian Chiefly 
Monthly Averages Total Farm Manu- 
Products factured 
Goods 
TOS0 A. came cers «Doula epee PEN ERCEE ore vite nd ee 99-2 92-6 101-9 
19409 SBA Bs a Se ee LT enn, ean re 108-0 96-1 109-9 
TDL, . . hep eet chosGe% Se Ea RETO Re eee eee 116-4 106-8 188-8 
i Lo 7 Oe Ener > ONO BRR oar’ SUR On 2d oe APIS Is sh co ad PORNOER ED O'0' R68 123-0 127-1 123-7 
TO4B ss ices bc be ees 5 Sede ERE... rea ie ee ee 2 ee ee 127-9 145-4 126-9 
Yo a pe nie et RRO ENS Le a UM ram eS arian rs Ne! 130-6 155-3 129-1 
681 ae li ge eam: carn MAR et RRR AW EE Oe so 4 gn cil gg alte Ay Ve2-1 166-4 129-8 
1946. Beckie co Sows AL ee ES 138-9 179-5 138-0 
) ey. by Sn ER ec 2 RN Eb Oe a ORIEL BRAIN yi .5°5 0 colo NERO oo WR 163-3 192-2 162-4 
1948.2 Rid he EES 3 OEE ce sae Elon ona ERA TADS Ree ee 193-4 232-1 192-4 
194.9 Soiree tcperces oh MERE ete CT EEE cle SC TRAe eee Pele bi ie lete Red sth atns 198-3 228-7 199-2 
TODO ai 2c ores acto Se eRe eee cc hes Ss ReNCREL Gate coucsosca as heh eet ARETE nee OE ae 211-2 236-7 211-0 
195P ET. Re i Se. 2 ee Re PAE eens 240-1 265-1 242-5 
1951 Fanuary . sees hs pe ee ST ee Oe aoe Ses, Sone NE Jone 251-0 233-6: 
February... oath. <s hole Sees Lee A eee eee 238-5 262-5 240-0 
March }: . sues oe.k 7. Sek. on ee cs ee eee eek 241-8 273-0 244-1 
Yn 0) | OER ee Pietioes yea PORE 2 Rig eT 2 nd ot a eMart! 0 Bal Nee whee’ 242-2 265-4 244-9 
Mayas. JS Ae i O8... sO) FESO ee ES a 241-9 265-3 244-4 
FUNC as os oc RE once nak ak a ere, GA ade. a es 2 242-7 272-6 Oye 
DOV ooo a ore BOR a ELS OTE ck Pee 244-2 ~ 277-1 246-6 
‘August... fea See ee eee 241-5 263-3 | 245-1 
Septem DEP... < sceinca decyae Meter cake oak pe es a 240-1 260-5 243-7 
Oetober ie. is ee. Pe, th Ee, See 239-6 259-3. 242-7 
November... .. 258) b.dige ba sevs ears. Sok OM Bae Eh ee Sa 239-1 264-9 | ' . 241-4 
Decam der ..i.<. |. Bee aR ees a Ee es ne 237-6 266-8 239-7 
1952 January «cigs. < come en ct ee a ee 236-8 263-1 239-7 
FODRUATY asec <5 0 Se ee 232-6 251-2 236-2 


Nore:—1951 and 1952 indexes are preliminary. 


CANADIAN WHOLESALE PRICES AND COST OF LIVING INDEXES 
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TABLE 15 
COST OF LIVING INDEXE 
(1935-39100) 
CANADA UNITED STATES 
Total Food Total Food 
MRM he bg hc Gs ct ve, ae Rls cede swe ae OE Sc recite ee ec en 101-5 100-6 99-4 95-2 
DOr ie Hee UP at, 12 'Re a Oe Oe Beet Paris eg ee be 105-6 105-6 100-2 96-6 
PE MEMS ecto, 5 ie SARA Hc gh Pc ed Se A Re em ooh ATE SEK a! o 111-7 116-1 105-2 105-5 
De EPONA ES re sree Vike ote Aid hi pene eRE eis, s RRMA ae Re ate 117-0 127-2 116-5 123-9 
Dae SORES TL, hiet US ee I, ee ee 118-4 130-7 123-6 138-0 
ov ak RRA CS paren apn ee nee Vest? Yee Oe TF Re eS Coy ee 118-9 131-3 126 +6 136-1 
LS MN ol PEPE ccs sos aontaee Ge 4 AE aoe eee 119-5 133-0 128-4 139-1 
UE ea oa un taney afew yo De Te wk cats ae 4 123-6 140-4 139-3 159-6 
AERO. SO ee, ae ee pe ey een eae ee gee 135-5 159-5 159-2 193-8 
OSS eee Fee «ee. Ae, CR ek ees Pee 155-0 195-5 TiasZ 210-2 
PE A De! ort EO La ae es OMe 160-8 203-0 169-1 201-9 
HOG | Set ey ceva RM er Sle AUR mT ss 2\t ebm 166-5 210-9 171-9} 204-5! 
MOMs oi sy av Haman os knw at ORR OR ben 184-5 241-1 185-6 227-4 
MI en oe career Ta LIV myo ange c cungl 17225 220-2 181-5 221-9 
MEE IEG Sr hh eo otala hes Sy RAR ae ec ak 175-2 224-4 183-8 226-0 
Re Oe yo tists Ak 5 MM We A, tad | 179-7 233-9 184-5 226-2 
ot a a et Se Se) ee re 181-8 238-4 184-6 22527 
Ne he es fo le at oki er a OL as cms tens 182-0 235-4 185-4 227-4 
[RICE Se ae ee ec ee eee 184-1 239-8 185-2 226-9 
Ee AL, cnet clin, SUR Hues U's. wield ARERR Sim «me Sh 187-6 249-7 185-5 227-7 
PS 2! eth tae te el 2 a a um 188 -9 251-4 185-5 227-0 
EMMITT GES are swe See ee pale hy Se ee 189-8 251-1 186-6 227-3 
Ll TE RN pen PLR a ee Mae PA get Jl ree hy eae 190-4 249-7 187-4 229 -2 
INGO TEC 8 OLR ee RE Cee ena Meee ee nS ee tre eee 191-2 250-2 188-6 231-3 
‘DYN ODiIaY ays ce ane eas ae Manes OC PE Shara Sa Pee 191-1 249-3 189-1 232-2 
BOG IAT ate ca Sosa co ve Rw. tee eeey as 191-5 250-0 189-1 232-4 
MOREA. coc che ok FMM Lis dg) ons RR «oa DEES ate 190-8 248-1 187-9 227-5 


1 Adjusted series United States Consumers’ Price Index from January, 1950, forward. 


Source: Bureau of Labour Statistics. 
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Part II 
REVIEW OF GOVERNMENT ACCOUNTS 1951-52 


1. INTRODUCTION 


1. Although the Government’s fiscal year ended on March 31st, the | ooks 
must remain open for several weeks after that date in order to record various 
adjusting entries and to take into account all payments up to and inc uding 
April 30th made on account of expenditures originating in, and properly charge- 
able to, the fiscal year 1951-52. Consequently, as it will be some considerable 
time before final figures for the year will be available, the figures appearing in 
this Part must be regarded as preliminary and subject to revision. 


2. HIGHLIGHTS OF GOVERNMENTAL FINANCIAL OPERATIONS 
DURING 1951-52 


2. The revenues of the Government for the fiscal year ended March 31, 
1952, which are now estimated at $4,003 million, were the largest total on record, 
and approximately $890 million or 28 per cent more than the total. for the 
preceding year. Expenditures are estimated at $3,647 million, a total which 
was exceeded only in the four war years 1942-43 to 1945-46 inclusive. On the 
basis of these figures it would appear that the surplus is probably something in 
the neighbourhood of $356 million, compared with $211 million for the year 
ended March 31, 1951. The fiscal year 1951-52 is therefore the sixth consecutive 
year in which the financial operations of the Government resulted in a budgetary 
surplus. As a result, the Government’s net debt (the excess of total liabilities 
over total’active assets) has been reduced by an equivalent amount. ©This 
brings to a total of $2,344 million the amount by which the Government has 
reduced its net debt during those six years, a reduction approximately equivalent 
to the amount by which the net debt increased during the first three and one-half 
years after the outbreak of war in 1939. 


3. Although the budgetary surplus for 1951-52 is estimated at $356 million, 
the Government made loans, advances and other non-budgetary disbursements of 
about $653 million, and, at the same time, purchased or retired outstanding 
funded debt in the hands of the public to the extent of some $456 million. The 
manner in which this has been achieved can only be understood by taking an 
over-all view of the Government’s cash transactions for the fiscal year. As 
explained in greater detail in the section on ‘‘The Cash Accounts’, all the 
Government’s cash receipts and disbursements are not reflected in the budgetary 
accounts, nor do all budgetary transactions result in the inflow or outgo of cash. 
Substantial amounts are received and paid out for extra-budgetary purposes 
(such as the loans and advances which the Government is required to make and 
the transactions in connection with the many superannuation, insurance, pension, 
annuity and deposit and trust accounts which it has undertaken to hold or ad- 
minister). On the other hand, a substantial part of the budgetary revenues and 
expenditures are merely of an accounting or. bookkeeping nature and do not 
result in the receipt or disbursement of cash... ion gtiaalatien ill 
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4. As would appear from the foregoing, the Government’s estimated 
budgetary surplus for the fiscal year of $356 million does not reflect the full 
impact of Government operations upon the Canadian economy. After adjusting 
the budgetary surplus for non-cash transactions, it is estimated that an amount 
of $809 million remains. This sum, together with $234 million received from 
repayments of loans, investments and working capital advances, net insurance, 
pension and annuity contributions, and other non-budgetary cash receipts, 
made $1,043 million cash available for making necessary loans, investments and 
other extra-budgetary outlay. These non-budgetary disbursements are 
estimated at $653 million and include $200 million advanced to the Minister of 
Finance Exchange Fund to finance the increase in our foreign exchange reserves 
consequent upon the flow of investment capital into Canada from abroad; some 
$95 million used to acquire materials essential to our defence program; approxi- 
mately $70 million advanced to the Central Mortgage and Housing Corporation 
for house construction and for housing loans; $139 million loaned to the C.N.R. 
for capital expenditures on additions and betterments and the acquisition of 
new rolling stock and equipment, etc.; about $51 million to replace equipment 
furnished to North Atlantic Treaty countries under section 3 of The Defence 
Appropriation Act, 1950, and net pension payments of $55 million out of the 
Old Age Security Fund. 


5. After taking into account all these transactions it is now estimated that 
the cash surplus for the fiscal year amounted to approximately $390 million. 
By using this amount and by allowing the Government’s cash balances to be 
reduced by $66 million, funded debt amounting to $300 million was retired and 
securities amounting to $156 million were acquired by the Government (mainly 
for the Unemployment Insurance Fund and the Securities Investment Account). 


3. THE BUDGETARY ACCOUNTS 


6. The table which follows gives a summarized statement of estimated 
revenues and expenditures and surplus for the fiscal year ended March 31, 1952, 
with the comparable figures for the four preceding fiscal years: 


Fiscal Years Ended March 31 


1948 | 1949 | 1950 1951 | aastinrated) 

(In millions of dollars) 
PLDVGUUGR. | egal tho. ae Pcie, 12: 2,871-7 2,771-4 2,580-1 3, 112-5 4,003-1 
Bpenituregir tee ok Ae) 2,195-6 2,175-9 2,448-6 2,901-2 3, 647-4 
ity 1) Eee, eee te ee 676°1 595-5 131-5 211-3 355°7 


SS ESSE Pott tre tae cet ee re ee Sale ee ee) Oe Pol 


fie Total revenues, estimated at $4,003-1 million for 1951-52, are expected 
to show an increase of $890-6 million over the total for the previous fiscal year. 


Total expenditures are estimated at $3,647 -4 million or $746-2 million more than 
the corresponding total for 1950-51. 
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BUDGETARY REVENUES AND EXPENDITURES 
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A. REVENUES 


8. The estimated budgetary revenues for the fiscal year 1951-52, classified 
according to major categories, are shown in the following table with corresponding 
figures for the previous fiscal year. 


STATEMENT OF REVENUES, BY MAJOR CLASSIFICATIONS, FOR THE YEARS 
ENDED MARCH 831, 1952 AND MARCH 321, 1951 


nr ALi millions of dollars) ; oe 


Fiscal Year Ended March 31 Increase or ; 
zs : ? “Decrease (—)° - - 


Source 1952 (Estimated) 1951 
——$——— |__| Amount | Percent 
Amount | Percent | Amount. | -Percent al DO 


| | | | | 


Ordinary revenues— 
Direct taxes— 


Personal income tax............-+++ 980-0 24-5| 652-3 20-9°| 327-7 soo 
Non-resident income taxes.......... 55:5 1-4 61-6 2-0 —6:1 —9-9 
Corporation income tax.............| 1,134-0 28-3 799-2 25-7 334-8 42-0 
Wixéess profits tax: . .|..0ge i. sate: - 2-2 0-1 10-1 0-3 —7-9 78-2 
Succession, dutiesiee ... heey ss sau « 38-0 0-9 33-6 1-1 4-4 “13-1 
Total direct taxes.......... 2, 209-7 55-2a 1, 556-9 50-0 652-8 | | 41-9 
; Tn i nn | a ab a i= oc | <a 

Indirect taxes— MA 
Customs import duties............. ,«  GOOrU 8-8 295-7 9-5 57-3 » 19-4 
Hixcise: duties....<9iecn etiam aeenees 222-0 5-5 241-0 7:7 —19-0 —7-9 
Excise taxes... «ie ae ee 899-0 22-5 686-8 22-1 212-2 30-9 
Othersaxes !o. 502.4 ee ences 5-3 0-1 4-9 0-2 0-4 8-2 
Total indirect taxes......... 1,479-3 36-9 1, 228-5 39°5 250-8 20-4 
Total tax revenues.......... 3, 689-0 92-1 2,785°3 89-5 903-7 32-4 

Non-tax revenues— 

Post offitecsi07 «alates eer adenae 105-0 2-6 90-4 2-9 14-6 16-2 
Return on investments......:....... 117-5 2-9 89-5 2-9 28-0 31-3 
Other non-tax revenues............. 54-4 1-4 53-4 1-7 1-0 1-9 
otal Sonex (oveuics aan 276-9 6-9 |. 338-31 738 43-6 18-7 
Total ordinary revenues....| 3,965-9 99-0 3,018-7 97-0 947-2 (31-4 
Special receipts and credits............. 37-2 1-0 93-8 3-0 — 56-6 — 60-3 
~ Total revenues.......... ++. | 4,003-1 | 100-0 | 3,112-5'| "100-0 | 890-6 |". 98-6 


Note —Due to rounding off, columns may not add exactly to totals shown. 


9. It is estimated that of the total revenues for the year, $2,209-7 million or 
55:2 per cent was derived from direct taxes; $1,479-3 million or 36-9 per cent 
was obtained from indirect taxes, and the remaining $314-1 million or 7-9 per 
cent was attributable to non-tax revenues and special receipts and credits. 


¢ 


(1) Direct Taxess 
Tax on Personal Incomes 


,. 10. ‘The personal income tax yielded an estimated total of $980 million, an 
increase of $327-7 million or 50-2 per cent over the previous year. This increase 
is due to higher levels of employment, the substantial increase in incomes that 
occurred in the year and also to the 20 per cent defence surtax which applied to 
deductions of tax at the source from J uly 1, 1951. Tax deduction tables now in 


use also provide for the current collection ofa greater proportion of the tax than 
previous tables. ae 
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Non-resident Income Taxes 


11. Revenues under this heading are derived from withholding taxes on 
payments of interest, dividends, rents and royalties made to non-residents. The 
estimated total of $55-5 million collected in 1951-52 is $6-1 million less than in 
the previous year, a decrease largely due to a lower level of dividend payments 
to the United States during 1951. 


Corporation Income Tax 


12. Corporation income tax was again the largest single source of govern- 
mental revenue in 1951-52. Collections from this tax are expected to amount 
to $1,134 million, an increase of $334-8 million or 42 per cent over the correspond- 
ing total for the previous year. This increase is attributable to markedly higher 
profits earned by companies in 1951 and also to the defence surtax which in- 
creased the tax payable on 1951 profits in excess of $10,000 by 20 per cent. The 
15 per cent tax which companies may pay on their undistributed surplus yielded 
revenue of about $14 million during the year compared with $87-6 million in the 
previous fiscal year. (In addition the 2 per cent tax levied under the Old Age 
Security Act on corporation profits earned after January 1, 1952 yielded an 
estimated amount of $2 million during 1951-52). 


Excess Profits Tax 

13. The excess profits tax ceased to be levied on profits earned after December 
31, 1947, but clean-up payments received during the year exceeded refunds 
and adjustments and produced a net revenue of $2-2 million. 


Succession Duties 


14. Revenue from succession duties is estimated at $38 million for 1951-52, 
an increase of $4-4 million over the previous year. 


BUDGETARY REVENUES BY SOURCE 
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PRINCIPAL SOURCES 


MILLIONS OF DOLLARS FISCAL YEARS 


1939 40 41 42 43 44 45 46 47 48 49 50 5! 52% 
X ESTIMATES 


93 


OF TAX REVENUES 


ENDED MARCH 3! MILLIONS OF DOLLARS 
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(2) INpirEcT TAXES 


Customs Import Duties 

15. Net revenue from customs import duties for the year is estimated at 
$353 million, an increase of $57-3 million over the total for 1950-51. This 
increase reflects the increased level of imports at higher prices during the year. 


Excise Duties 

16. Excise duties are levied exclusively on alcoholic beverages and tobacco 
products. (Additional taxes are levied on tobacco products under the Excise Tax 
Act). The estimated total revenue from this source for the year is $222 million. 
This is a decrease of $19 million from 1950-51 due mainly to reduced sales of spirits 
and cigarettes. Gross receipts from excise duties, before deducting refunds, are 
divided as follows: $123 million from alcoholic beverages ($129-4 million in 
1950-51) and $102 million from tobacco products ($114-5 million in 1950-51). 


Excise Taxes 

17. Excise taxes are levied on a variety of items under the Excise Tax Act. 
Total net collections for the year are estimated at $899 million, an increase of 
$212-2 million or 30-9 per cent over 1950-51. This increase is due in part to 
higher levels of production and increased prices during the year and in part to 
tax changes introduced in April, 1951. At that time the rate of tax on all those 
items which had previously been subject to tax at 15 per cent was raised to 
25 per cent and refrigerators, washing machines and stoves using other than solid 
fuels, which were not previously taxed, were made taxable at 15 per cent. At 
the same time, the rate of tax on cigarettes was increased three-quarters of one 
cent for each five cigarettes; the rate on each ounce of manufactured tobacco was 
increased three cents; and the rate on each ounce of Canadian raw leaf tobacco 
when sold for consumption was increased three-quarters of one cent. The most 
important change was undoubtedly the increase in the rate of sales tax from 8 
per cent to 10 per cent. 


18. These increases in tax were offset to a small extent by,the repeal of the 
tax on cigarette papers and tubes, and the reduction of the tax on candy and 
chewing gum from 30 per cent to 15 per cent. In addition, the rate of sales 
tax levied under the Excise Tax Act was reduced from 10 per cent to 8 per cent 
from January 1, 1952, when the sales tax of 2 per cent levied under the Old Age 
Security Act came into effect. 


19. The most important tax under the Excise Tax Act from the point of 
view of revenue is the sales tax which yielded an estimated gross revenue of 
$996 million, an increase of $125.4 million over the previous year. (In addition, 
an estimated amount of $19 million was received from the 2 per cent sales tax 
levied under the Old Age Security Act). 


20. The second largest revenue source among the excise taxes is the tax on 
tobacco products which yielded approximately $110 million. The increase of 
$24-8 million over the total for the previous year is due to the increased rates of 
tax introduced in 1951. (If the revenues from excise taxes and excise duties, 
including the tax on cigarette papers and tubes now withdrawn, are combined, 
the total revenue from tobacco products was $212-4 million in 1951-52 compared 
with $207-4 million in the previous year). 


21. Almost all tax sources showed an increase in revenue over the previous 
year. The tax on automobiles and rubber tires and tubes, which yielded an 
estimated total of $99 -6 million during the year, showed the largest increase, 
amounting to $28-8 million over the previous year. The increase in revenue of 
$11-8 million from the tax on soft drinks occurs because this tax was in effect for 
all of 1951-52 but for less than eight months in 1950-51. 
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22. The tax sources showing the largest increases, and the amount of the 
increase in each ease, are given below. 


Estimated 

aye. increase 

over 
1950-51 
$ 

PeureOvues, rubber sires And esOGs.n dure AA CPE hte orl. ck Ue been cobb 4 uk . oe. 4. 28, 800, 000 
REM AT GLIOR BAI GOOAUAIY 50508 oc sae ack sca cies nebo Sy sce eau bhietaciah ac ac dan « chek 24,800, 000 
SRIEIAGLOLG: ATUOICAD... 2, tonal tect Sane mii ie dns Mant at oe bP Man cele da Bik on de Bias 11,800, 000 
PC ASEALIOND Ant) BOODE ils Geen aee dct Se bandh) FR ety Peds ee ee RE 2 3,800,000 
Sewreere ermatnents, ctes,. 911 IR bass. tl eens ohh katte, te aaa. a 3,500, 000 
PIMMEMEN TA TALION EN THES. ec PURE ce cats concer oe Ohare tee iatiatters 3, 200,000 


Other Indirect Taxes 

23. Small amounts of tax revenue were derived from the tax on the net 
premium income of insurance companies ($4-5 million); from a tax on the export 
of electric energy from Canada ($0-7 million); and from a tax on the export of 
furs from the Northwest Territories ($0-1 million). Total revenue from all these 
sources in 1951-52 is estimated at $5-3 million, an increase of $0-4 million over 
the previous year. 


(3) Non-Tax REVENUES 
24. Non-tax revenues for 1951-52 are estimated at $276-9 million, an 


increase of $43-6 million over the 1950-51 total. The following table presents a 
comparative summary of revenues under this heading for the past two years: 


Fiscal year ended 


March 31 pre 
Decrease 
1952 
(Estimated)| 1951 ak 
(In millions of dollars) 

ch oS ee rr ek ee en) en Soon oe mee 105-0 90-4 14-6 
Reman Gen POWCOLCUCHUS. . J... ws.c- tbe sh cen toactewss acces eo igepremc ee 117-5 89-5 28-0 
Posie) Giscounteand exchanges, 03 8.0. ite ks Leia 12-0 17-6 —5-6 
NT), DOTNET... asics Hoe. cae oes ee aut ees Kee eee 4-5 4-7 —0-2 
Piivieees, icenes and. permits... ....cgcneg sss ist discs sone see: 10-5 10-1 0-4 
Preaee roa Gale... PPA ok a TEER ee OU ee ene ES 4.7 4-] 0-6 
Services and service fees.......... eper ss BE Blea bE Sere eee ABs 15-5 12-6 2-9 
Refunds of previous years’ expenditures................2cce eee eee 5-2 2-1 3-1 
po A Aas De ee ie CPt yaw, Pee Oe ee ae eee a 2-0 2-2 —0-2 
itabnon-tax TEVENUC. Coes soe. deen dat vies be ae ee ele 276-9 PAS as 43-6 


25. Gross Post Office receipts for 1951-52 are expected to amount to $124 
million. After making authorized disbursements from revenue of $19 million 
for salaries and rent allowances at semi-staff and revenue offices, commissions at. 
sub-offices, transit charges on Canadian mail forwarded through or delivered in 
foreign countries, etc., net post office receipts credited to budgetary revenues are 
estimated at $105 million. This would represent an increase of $14-6 million 


52317—7 


> 
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over the corresponding amount for 1950-51, due primarily to the new postal 
rates which came into effect on July 1, 1951. As costs of operating the Post 
Office during 1951-52 (excluding the $19 million charged to revenue) are expected 
to total $98-1 million, net revenue will exceed net costs by approximately $6.9 
million. However, in making this comparison it is to be noted that the total 
shown for Post Office revenues does not reflect the value of services rendered 
free of charge to other departments, nor does the total shown for operating 
expenses reflect any charges for premises owned by the Government and occupied 
by the Post Office Department or for certain accounting and miscellaneous ser- 
vices provided by other departments. 


26. Return on investments is expecte to yield $117-5 million, compared 
with the total of $89-5 million received in 1950-51. This increase of $28 million 
is due principally to the first payment of interest on the loan to the United 
Kingdom under the United Kingdom Financial Agreement Act, 1946, amounting 
to $23-7 million, and to increases of $4-3 million in the profits of the Bank of 
Canada for the calendar year, $2-5 million in interest on Central Mortgage and 
Housing Corporation debentures, and $1-7 million in interest on advances to the 
Canadian National Railways. These were offset in part by decreases of $2-2 
million in the revenues from the Foreign Exchange Control Board and $2-2 
million in interest on loans to foreign governments under Part II of The Export — 
Credits Insurance Act. | 


27. A comparative summary of estimated receipts during 1951-52 with 
actual receipts during 1950-51 under this heading is given in the following 
table: 


Fiscal year ended 


. Memes Se Increase 
Me or 
Interest or dividends on Be TT Decrease 

(Estimated) teak (-) 


(In millions of dollars) 


Loans to, and investments in, Crown agencies— 


Bank otsernacal = 5. bean eee Ce ec ons thle 24-2 19-9 4-3 
Foreign: Bixchange Control Board. tas. deb ctsie b> doce dee cates Gl 12-6 14-8 —2:-2 
Canadian National, Railways sii. e Ree ee ee 23° 21-8 1-7 
Central Mortgage and Housing Corporation.................-- ves | 4-6 2-5 
National Harbours) board he e702 Ye ee Oe eee ee 4-5 4-3 0-2 
Other Grown -agenciessinc% 5) BL A eee, Se: 1-2 2-2 —1-0 
73-1 67-6 6-6 
Other loans and investments— 

United inedonic ciceGytetents an eke at OD ee een cee Dio a. byeeme a steiteee 23-7 
Other National Governmentsic. 2.4.6 Otis: enn, Oe ee 13-3 15-9 —2°6 
Provincial and Municipal Governments...............eeceueus IRENE 1-3 —0-2 

Soldier and General Land Settlement Loans and Veterans Land 
et Sepvancee ss 14, sec. UC. Udy. eee ee eee 4.4 3°8 0-6 
Dedurities LnvestmonteAceoun tiie cee a. descocaerumser ewe. oe 0-9 0-1 0-8 
Other igana and Investments. i/...0), ee eee ee 1-0 0-8 0-2 
Ley) 21-9 22-5 
117-5 89-5 28-0 


_ 28. The amount credited as premium, discount and exchange in 1951-52 
is estimated at $12 million compared with a credit of $17-6 million in 1950-51. 


29. This revenue item was due mainly to bookkeeping adjustments in asset 
and lability accounts reflecting a reduction in U.S. dollar and sterling exchange 
rates from those operative in the fiscal year 1950-51. 
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30. The Canadian dollar equivalent of outstanding debt payable in sterling 
and in United States dollars was reduced in consequence of this revaluation by 
$20-4 million offset by $2-1 million reduction in assets payable in the same 
currencies. The result was a net credit in the premium, discount and exchange 
account of $18-3 million. Net differences in rates on gold and foreign exchange 
transactions further reduced the credit of $18-3 million by $6-3 million result- 
ing in a net revenue item of $12 million. 


(4) SprctaL RECEIPTS AND CREDITS 


31. The total of special receipts and credits for the fiscal year 1951-52 is 
estimated at $37-2 million as compared with total receipts of $93-8 million for 
the preceding year. The following table presents a comparative summary of the 
principal sources of special receipts and other credits for the last two years: 


Fiscal year ended 


March 31 Increase or 
a ice a as 
195 _ 
(Estimated) 1951 


(In millions of dollars) 


ele @ieaat plus! Crown asseta. . ved APPR ss. wo. ae. 2. A 13-8 19-6 —5-8 
Refundable portion of excess profits tax—transfer to revenue of 

excess reserve set up IM preViOUS YeaTrS........... cc cece eee ences 5-8 25-0 —19-2 
‘Central Mortgage and Housing Corporation—surplus and proceeds 

from the sale of Wartime Housing properties.................. 12-5 @3 a2 
Balance of Canadian Sugar Stabilization Corporation’s price 

stabilization contingency reserve transferred to revenue........ — 18-7 —18-7 
Military relief and currency credits arising from war settlements... 2-7 9-3 —6-6 
Amount received in connection with operation of Park Steamships | 

Dames AY bo ORR OS DB. Pt. 4 > 1-0 1-8 —0-8 
Refunds in connection with cost audits and re-negotiation of war 

RR TICMIS GANS © pins, oi A STE aie Bc Ged IO A Ned oe CR ROE, RAE 0-7 3-6 —2-9 
Sundry other special receipts and creditsS...........0...eecceee cee 0-7 8-5 —7-8 


32. The amount of $13-8 million realized from the disposal of surplus Crown 
assets represents the estimated receipts during the fiscal year from Crown Assets 
Disposal Corporation after allowing for transfers to acfive assets of amounts 
applicable to “‘Balances receivable under agreements of sale of Crown assets’. 
It does not include the residual cash balances or the value of accounts receivable 
carried by the Corporation as at March 31, 1952. 


33. The amount of $5-8 million represents a transfer to revenue of the 
amount now estimated to be in excess of requirements in respect of the final 
refundable portion of excess profits tax which was set up as a reserve In previous 
years. 


34. The estimated amount of $12-5 million received from Central Mortgage 
and Housing Corporation represents surplus funds in excess of the $5 million 
reserve established by the Corporation and the proceeds of the sale of Wartime 
Housing properties. 
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(5) Comparison oF AcTUAL REVENUE wiTH BupcGET Forecast 


25. Total revenues as now estimated for the year 1951-52 will be about 


$292 million more than the forecast made in the budget speech of April 10, 1951. 
This represents an excess over the amount forecast of less than 8 per cent. 
Revenues from excise duties, excise taxes (other than sales tax), non-resident 
income taxes, succession duties and special receipts and credits were below the 


amounts forecast but the revenues from personal income tax, corporation income 


tax, customs duties and non-tax revenue exceeded expectations by a considerable 
margin. In making this comparison the revenue from the 2 per cent sales tax 
levied under the Old Age Security Act after Januar; 1, 1952, is included with the 
estimate of revenue actually collected because the budget forecast was based on 
the assumption that the sales tax would remain at 10 per cent throughout 1951-52. 
The revenue collected from the 2 per cent Old Age Security Tax on corporation 
profits after January 1, 1952, is excluded because it was not part of the budget 
forecast. The following table shows in detail the extent to which actual revenues 
were different from the budget forecast. 


DETAILED STATEMENT OF BUDGET FORECAST COMPARED WITH 
ACTUAL REVENUE FOR 1951-52 


(In millions of dollars) 


Increase 
or 
Budget Actual Decrease (—) 
Source of Revenue Forecast Revenue in Revenue 


of Revenue | (Estimated) | as compared 
with Budget 


Forecast 
$ $ $ 

Porsqnal Incomiegh as... 5 aga sewins oes + ¢.acc ee 870-0 980-0 110-0 
Non-resident Income’ Taxesmess erento eee 60-0 55-5 —4-5 
Corporation dneome: Tax 2a. .: oa cops 5 oe ee ee 976-0 1,134-0(a) 158-0 
Excess Profits Tax... :.:. Mien chiaetee ea ee — \ 2-2 2-2 
Succession Duties: &.... /0'. Bette con luisa wk suat) tee eee aie eee 40-0 38-0 —2-0 
Customs Impont,. Duties! aes cine. ceo eee es 315-0 353-0 38-0 
Tixeise, Duties. siiicnce aun Ie ee oo te ae ee ee 245-0 222-0 — 23-6 
Dales T'ax (WSt secs ch cs ca kel cueca reais a Reames ee 600-0 602-0(b) 2-0 
Other, Excise Dax o.5.: eotcka dae atid hemes tC Sete ee nik 327-0 316-0 —11-0 
Miscellaneous ve cee oo ca hatiacre nie a tera Mere neath Oe 5-0 5-3 0-3 

Ona hax IVeVONUO Doria. 45 ¢54fs0 seni eae 3,438-0 3, 708-0(a)(b) 270-0 
Non-Tax Renee te cctiteaehe eee RE ott: Re ee ee ee 242-0 276-9 34-9 

ToOtaremraimary We VGNUG. . 4 .ccace te ene ete 3, 680-0 3,984-9(a)(b) 304-9 
Special Receipts. ic. dees nerd. rcowe), Leese VS 4ERy 50-0 37-2 —12-8 

Grand Tote! Revenitié. 0/0) BAM ergis 3730-0 | 4,022-1(a)(b)| 299-1 


a 


(a) Excluding $2 million revenue from Old Age Security 2 per cent tax on corporation profits. 
(6) Including $19 million revenue from Old Age Security 2 per cent sales tax. 


__ 36. In the Budget Speech of April 10, 1951, it was stated that on the revenue 
side the forecast of $3,730 million was based on the expectation that the Gross 
National Product would reach $20 billion, but it was indicated that should pro- 
duction and incomes rise beyond that level, as well they might, the forecast 
would be more than realized, but should they go not quite that high the revenues 
could fall short of the estimates then submitted. In fact, as it turned out, profits, 
Incomes and imports were all at levels higher than expected and the Gross 
National Product reached a total of $21-2 billion in 1951, exceeding by 6 per 
cent the estimate of $20 billion on which the budget forecasts were based. 
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37. The forecast of revenue from personal income tax was based on an 
anticipated increase of about 12 per cent in salary and wages during the year. 
Salaries and wages increased by approximately 17 per cent and this in conjunc- 
tion with the higher level of Gross National Product resulted in the deductions 
of income tax from salaries and wages exceeding the forecast by a substantial 
amount. 


_ 38. The actual receipts from taxes on interest, dividends, rents, and royal- 
ties going to non-residents fell short of the budget forecast which was based on 
receipts in the previous year. 


39. Revised estimates of 1950 corporate profits now indicate that preliminary 
estimates available at the time of the Budget last year were about 12 per cent 
too low. Despite difficulties encountered in some secondary industries, disturb- 
ances in output arising during the year from the shift to defence production and 
curtailment of essential materials were not generally serious and for the majority 
of corporations production continued at full, or nearly full, capacity. These 
factors plus the higher than expected level of Gross National Product and the 
coming into operation of new plant and equipment as a result of the large capital 
investment in recent years resulted in corporation profits for 1951 exceeding 
the amount expected at the time of the forecast by about 15 per cent. 


40. Revenue from succession duties did not quite reach the amount fore- 
cast. Rising property values and higher stock market prices had been expected 
to raise the value of estates to a greater extent than actually occurred. 


41. In forecasting revenue from customs duties it was expected that the 
value of imports into Canada would increase about 10 per cent in 1951-52. 
Stimulated by the high level of purchasing power in Canada, the large capital 
investment programme, and the increasing value of the Canadian dollar abroad, 
the value of imports into Canada increased by nearly 20 per cent in the year. 
This resulted in the revenue from customs duties exceeding the forecast and 
reaching a total far in excess of any previous year in Canada’s history. 


42. The actual revenue from excise duties in 1951-52 fell well below the 
budget forecast because of a short fall of 24 per cent in the revenue from matured 
spirits and of 14 per cent in the revenue from the tax on cigarettes. (See para- 
graph 20 for the total yield of excise taxes and excise duties on tobacco 
products). 


43. The estimate of revenue from the sales tax proved to be very accurate 
with the actual receipts being practically the same as the amount forecast. 


44. The revenue from other excise taxes fell short of the amount forecast 
by about $11 million. This was more than accounted for by the fact that the 
additional revenue from the increased tax on tobacco products was about $10 
million less than expected, and that the revenue from the new tax on stoves, 
washing machines and refrigerators was also about $5 million short of the $16 
million expected at the time of the Budget. 


45. The excess of non-tax revenue receipts over the budget forecast is 
partly due to the amount of $12 million for premium, discount and exchange 
arising chiefly from a revaluation of the Government’s sterling and United States 
dollar assets and liabilities from exchange rates used in operations in the 
previous year. Receipts under the heading ‘Return on Iny estments’’ were 
also higher than expected mainly because of increased profits of the Bank of 
Canada for the calendar year 1951. 


46. It is never possible to estimate revenue from special receipts and credits 
in advance with any degree of accuracy and the arbitrary budget forecast of 
$50 million for 1951-52 proved to be too large. 
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B. EXPENDITURES 


47. In previous years it has been customary to present a comparison by 
major categories of the expenditures for the current fiscal year with those of 
the previous year. In the accounts and estimates for the year under review 
the categories ‘capital expenditures”, ‘‘special expenditures”, Government- 
owned enterprises” and ‘‘other charges” have been eliminated, and the items 
formerly appearing under these headings have been included under the headings 
of the appropriate departments. Consequently, to compare satisfactorily the 
expenditures of the two years, the expenditures for 1950-51 have also been 


adjusted to this basis. 


48, The table which follows presents a comparative summary of estimated 
expenditures for 1951-52 with actual expenditures for the preceding fiscal year 
classified by departments and principal purposes. 


STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CLASSIFICATIONS 
FOR THE YEARS ENDED MARCH 831, 1952 AND MARCH 31, 1951 


(In millions of dollars) 


Fiscal Year Ended March 31 
Increase or 
1952 1951 Decrease (—) 
—- (Estimated) 


Amount | Per cent | Amount | Per cent | Amount | Per cent 


National Defence. .... «ts. <p caste 8 sen ebb hye 1,401-0 38-4 782-4 27-0 618-6 79-0 
Defente’ Production. ./.3607 UN. 4. 1a 39-7 1- Bat. BREE Brio! SO TIN LGM . Ose 

Public Debt Charges— 
Interest on Public Debt.............. 430-7 11-8 425-2 14-6 5-5 1-3 
Other: Debt Charwes: ee ick oe one 11-1 3 13-8 0-5 —2-7 —19-6 
441 +8 12-1 439-0 16-1 2-8 0-6 


Provincial Subsidies and Tax Rental 
Payments (including Transitional 


Grant to Newfoundland)............. 127-2 3-5 123-9 4:3 3:3 Dit 
aovernment contributions to Super- 

annuatione Accounts... een ee 110-9 3°0 81-8 2°8 29-1 35:6 
Provision for reserve for possible losses Vs 

on ultimate realization of active assets. 75-0 2-1 75-0 QO TAY SR. Geese. cs 
Family Allowancaed as de-ehs aoe 320-5 8-8 309-5 10-7 11-0 3:6 
Old Age Pensions and Pensions to Blind 

IPRraON hase Weta, vedi eee Cok Sea 83-5 2-3 103-2 3:6 —19-7 —19-1 
Deficit—Old Age Security Fund........ 55:0 el teal aad bolted oh ae aur Core tem oe. 
Unemployment Insurance Act— 

Administration and Government Con- 

ATIDULION ete re. ar ee 54-2 1-5 52-9 1-8 1-3 2-5 
Agriculture fh alti, SOrenth: ale, GREOGE, | 66-9 1-8 142-8 4-9 —75-9 — 53-2 
Citizenship and Immigration........... 23-4 0-6 20-7 0-7 2-7 13-0 
RSterner Aas ue wea ae, Cea ty 38:1 1-0 22-1 0-8 16-0 72-4 
PINAhCOs hs cha. ee CLs ce Me iad 29-1 0:8 32°8 1-2 —3-7 —11-3 
Mines and Technical Surveys........... 27-5 0-8 21-1 0-7 6-4 30-3 
National Health and Welfare........... 46-0 1-3 36:2 bad 9-8 27-1 
National Research Council and Atomic 

Energy Contror Board ese ee eas 25-1 0-7 18-0 0-6 71 39-4 
National Revenue. 22 cnea ie. e it 45-8 1-3 46-1 1:6 —0:3 —0-6 
Post Office RP ae, Pa I ge SN on RR 98-1 2-7 91-8 3:2 6-3 6-9 
PaDuio Workewonte.. Pace eer 76°6 2-1 73°6 2-5 3-0 4-1 
Resources and Development............ 31-9 0-9 28-9 1-0 3-0 10-4 

oyal Canadian Mounted Police........ 27-5 0-8 19-8 0:7 7:7 38-9 
trage and Commerce..2:...2°0.. -o.. .. 22-1 0:6 Dl se 0:9 —§-2 —19-0 
Transport..... SET Wace OT cia: Ne NNER ay Mast 102-1 2-8 85-1 2-9 17-0 20-0 
Woeterans Affairas oy oe fee ee 216-0 5-9 216-4 7:5 —0-4 —0-2 
Other Departments.................... 62-4 1:7 50-8 1:8 11-6 22-8 

GEAND TOCAL: noe 3, 647-4 100-0 | 2,901-2 100-0 746-2 25-7 
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National Defence and Defence Production 


49. A more complete picture of Canada’s expenditures for defence can 
be seen by considering together the expenditures of the Departments of National 
Defence and Defence Production. By adding to the estimated expenditures 
of $1,401 million for the Department of National Defence the sum of $39-7 
million being the estimated outlay for the Department of Defence Production, 
there results a total of $1,440-7 million for defence, an increase of $658-3 
million over the previous year. This constitutes approximately 40 per cent 
of all government expenditures for the fiscal year, making defence by a consid- 
erable margin, the largest class of government expenditure. 


50. The following table shows a comparative summary of expenditures 
for the two departments for the last two fiscal years: 


Fiscal Year Ended 
March 31 Increase 


(oe or 
1952 Decrease (—) 
(Estimated) 1951 


(In millions of dollars) 
Department of National Defence— 


Agua, Navy and Air Servicoey . Assad, eis ed Wal neet spoeey 1, 205-8 545-7 660-1 
Defence Research and Development....................4- 34-0 _ 23-4 10-6 
Pensions— Defence Services Pension Act.................. 5-1 5-0 0-1 

Government contribution to Permanent Services Pension 
om OTT OP oe ec en Mia te AE i ON 4 hland 8 ale ci bs we'a)G, 5 30-7 12-0 18-7 
Defence Appropriation Act 1950, Sec. 3................000: 125-1 195-4 —70°3 
General eile ss. BORO sa ei lsiys. arriidar 0-3 0-9 —0-6 
1,401-0 782-4 618-6 

Department of Defence Production— 

Capital Assistande 4.°002.. 2001. 9208 Pet BOE we 29-Oy heh OTS ab.. 29-9 
Ad ministrationiand General: iii 4 fasicoes david en wowed SD Oi eR eee oO 9-8 
SFE OV ae Ree 89-+7 
Total National Defence and Defence Production.... 1,440-7 782-4 658-3 


BUDGETARY EXPENDITURES BY CLASSES 
MILLIONS OF DOLLARS MILLIONS OF DOLLARS 


AS Sih 


N 


5000 


N 


4000 


ALL OTHER 
EXPENDITURES 


3000 


HEALTH,WELFARE & 
SOCIAL SECURITY 


| VETERANS AFFAIRS 


%4 NATIONAL DEFENCE 


PUBLIC DEBT CHARGES 


1939 1940 1941 1942 1943 1944 1945 1946 1947 1948 1949 1950 I95) 1952* 
© ESTIMATES \ 
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51. The estimated expenditures of $1,205-8 million for the Army, Navy and 
Air Services represent an increase of $660-1 million over the total of $545-7 
million for 1950-51, reflecting the gathering momentum of the defence programme. 
Expenditures for Defence Research and Development are expected to amount 
to $34 million for 1951-52 compared with $23-4 million for 1950-51, an increase 
of $10-6 million. 


52. The Government’s contribution to the Permanent Services Pension 
Account for 1951-52 is estimated at $30-7 million or $18-7 million more than 
the corresponding amount for the previous year. Of the total, $16-7 million 
represents a government contribution equivalent to one and two-thirds times 
the current contributions by permanent services personnel, while $14 million 
relates to contributions for arrears. 


53. Expenditures under the authority of the Defence Appropriation Act, 
1950, section 3, are expected to amount to $125-1 million, or $70-3 million less 
than the total of $195-4 million for 1950-51. In 1950-51 under the provisions 
of this section of the Act, existing defence equipment and supplies were trans- 
ferred to parties to the North Atlantic Treaty. The value of the equipment 
and supplies transferred was charged to this appropriation on the basis of the 
estimated present value, and an equivalent amount was credited to a special 
Defence Equipment Replacement Account from which payment might be 
made when replacements for such transfers were obtained for the Canadian 
Forces. The estimated expenditure of $125-1 million for 1951-52 consists of 
approximately $73 million for existing equipment and supplies transferred to 
North Atlantic Treaty countries and $52 million for direct cash outlays for 
mutual aid by the Government of Canada, representing costs incurred in the 
training in Canada of air crews from allied countries and for acquiring and 
supplying new military equipment to parties to the North Atlantic Treaty. 


54. The Department of Defence Production was established at the beginning 
of the fiscal year 1951-52 under the authority of The Defence Production Act, 
to buy or acquire defence supplies and construct defence projects required by 
the Department of National Defence. The Department’s major expenditures 
were for the provision of capital assistance to private contractors or Crown 
corporations undertaking contracts essential to the defence programme. While 
the table would appear to indicate that there were no comparable expenditures 
prior to 1951-52, it should be observed that the Department of Trade and 
Commerce was responsible for, and incurred expenditures relating to, activities 
similar to those which the Department of Defence Production now administers. 
For example, in 1950-51, expenditures of $1-3 million were made for research 
and development of jet engines and aircraft; $2-9 million for administration 
and operation of Canadian Arsenals Limited; $1-4 million for expenses 
incurred in purchasing materials, supplies and equipment for the Department of 
National Defence and $0-5 million for expenses incurred in procuring the con- 
struction of defence projects for that department. 


55. It should also be pointed out that in addition to the foregoing budgetary 
expenditures, further substantial cash outlays were required in connection with 
the defence programme. It is estimated that net cash payments of $95 million 
In 1951-52 were made from the Defence Production Revolving Fund for the 
acquisition of materials for use in the manufacture of defence equipment. For 
purposes of accounting and control materials so purchased are treated as assets 
in the books of the government until such time as they are billed to the Depart- 
ment of National Defence or sold to defence contractors for use in the manufacture 
of defence equipment. Also an estimated amount of $50-6 million cash was 
disbursed for the replacement of equipment and supplies transferred to parties 
to the North Atlantic Treaty. This also involved a cash outlay during 1951-52 
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which was not reflected in the budgetary expenditures for the year under review. 
Instead it was charged to the special Defence Equipment Replacement Account 
which was credited with the estimated value of the original equipment and 
supplies when these were transferred to the recipient governments. 


Public Debt Charges 


56. Public debt charges again constituted the second largest single item 
of government expense. The estimated total for 1951-52 is $441-8 million or 
12-1 per cent of all expenditures compared to $439 million or 15-1 per cent 
for 1950-51, an increase of $2-8 million. 


57. Interest on public debt, estimated at $430-7 million, is $5-5 million 
greater than the previous year. Interest on deposit and trust accounts increased 
by only $0-2 million during the year but insurance, pension and guaranty 
accounts continued to increase substantially and as a result interest allowed on 
these accounts in 1951-52 was $6-4 million more than in 1950-51. Of this 
increase $2-4 million was for interest on the government annuities account, 
$0-6 million on the Permanent Services Pension Account, and $3-3 million on the 
Civil Service Superannuation Account. 


58. Interest on funded debt payable in Canada showed a slight increase 
of $0-5 million, largely attributable to increased rates on short-term issues, 
while interest on debt payable in New York, amounting to $10-8 million, was 
$1-5 million less than during the previous year. This decrease was due mainly 
to the redemption of the $100 million 4 per cent 1930-60 New York loan which 
was called as of October 1, 1950, and replaced by the $50 million 22 per cent 
1950-75 loan. 


59. Other public debt charges including the annual amortization of bond 
discounts and commissions, the cost of issuing new loans (not amortized) and 
other miscellaneous expenses incurred in servicing the public debt are estimated 
at $11-1 million for 1951-52 as compared to $13-8 million for 1950-51, a decrease 
of $2-7 million. 


60. The following table presents a summary of public debt charges for 
1951-52 and the corresponding figures for the previous year: 


Fiscal Year Ended 
March 31 Increase 


or 
1952 Decrease(—) 
(Estimated) 1951 
(In millions of dollars) 


Interest on Public Debt— 
Funded Debt and Treasury Bills— 


Pablo insane ais seis <4} 6 weds oe ce pete ages ah 4 eo 376-5 376-0 0-5 

J Ei virow glare Cl, Siegal, yrange: Pe riage eee 1-7 1-8 —0-1 

Pasable m Mew IMOrs wis. FIR OE ea he. 10-8 12°3 —1:5 

889-0 890-1 —1:1 

Deposit and. Trust Accounts s sieve njresys ojos neice bejere eee eo be 3-0 2-8 0-2 

Insurance, Pension and Guaranty Accounts...........-.-.+ 38-7 32-3 6-4 

Total Interest on. Public. Debt... i+ een ae -be +s 430-7 425-2 5:5 

Annual amortization of bond discounts and commissions... . 9-7 12-5 —2-8 

Servicing of Public Debt..2 0.20.00... cc ce eee ee beeen 0-3 he ap 
Cost of Issuing New Loans. . 0.0.2... 05 2 eee oe die nisin iy bie 2 1-1 9 . 

Total Public. Debt CRATEOS........<canccnennes 441-8 439-0 2-8 


a nee EEE 
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Subsidies and Tax Rental Payments to Provinces 

61. Payments to provinces during 1951-52 for statutory subsidies, the 
transitional grant to Newfoundland, rentals under the Tax Rental Agreements, 
and the transfer of certain public utility tax receipts, amounted to $127-2 million 
as compared with $123-9 million in 1950-51. A comparative summary of the 
payments for the two years is given in the following table: 


Fiscal Year Ended 
March 31 
Increase 


$$. $$ or 


Decrease (— ) 


1952 
(Estimated) 1951 


(In millions of dollars) 


Statutory subsidies... 002. ae. Oe aed de apie © os 20-1 18-7 1-4 
Transitional grant to Newfoundland.................22+008 6-5 6:5 
Rentals under Tax Rental Agreements................2-000- 96-9 94+] 2-8 
Transfer of certain public utility tax receipts (sec. 7, Chap. 58, 
Mtatutes OL Canada, 1942) scence tone reue eee hogs cane 3-7 4-6 —0-9 
127-2 1pa-a kl Pal nay daday 


62. Statutory subsidy payments in 1951-52 were based on the 1951 census 
totals of population, while in 1950-51 payments were calculated on the basis of 
population according to the 1941 census or in the case of the three prairie 
provinces, the 1949 estimates. The increase in subsidy payments of $1:4 
million reflects the increase in population as recorded in the 1951 census. 


63. Payments under the tax rental agreements increased by a net amount of 
$2-8 million, reflecting the appropriate adjustment in the relevant ratios of 
population and estimates of gross national product on which the payments are 
based. Under the provisions of the Dominion-Provincial Tax Rental Agreements 
Act the Government of Canada collects provincial 5 per cent corporation taxes 
for the seven provinces participating in the 1947 agreements. Although levied 
by the provinces, these taxes are administered and collected by the Government 
of Canada and the proceeds thereof, when finally assessed, are paid to the prov- 
inces in lieu of an equivalent (or approximately equivalent) portion of the 
stipulated tax rental. Gross payments required under the tax agreements 
increased by $10-5 million, but as the payments to the provinces out of the 
provincial 5 per cent corporation tax suspense account amounted to $7-7 million 


more than similar payments made in 1950-51, the net increase was reduced to 
$2-8 million. 


64. There was a decrease of $0-9 million in payments of public utility tax 
receipts. Section 7 of the Dominion-Provincial Tax Rental Agreements Act, 
1947, authorized the payment to the provinces, whether participating in the 
agreements or not, of a portion of the taxes collected from corporations, whose 
main business was the distribution to, or the generation for the distribution to, 
the public of electrical energy, gas or steain, 


Ee  ——— 
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65. A summary of payments, by provinces, during 1951-52 is given in the 
following table: 


aera sL eanene 
under of certain Transi- 
—— Py bor fe Tax public tional Total 
Rental utility tax Grant 
Agreements} receipts 
(In millions of dollars) 
mewroundiand: 32.03, . fA dee | 1:6 7-7 0-1 6-5 15-9 
Peeve Bentia. a) ..oci5 1. reds. Aci. %: 2-1 12-6 0-1 — 14-8 
Prince Edward Island... . . ud oo40%« 0-7 2-2 (1) = 2-9 
Rremrerunswick,-. 2! rs eae 1-7 9-4 0-2 —_ 11-3 
Quebec Bee eeesiood. 8oe. Di) end. 3°3 — 0-5 — 3°8 
Ontario i Melle a tecod. oar ae ae hols 3:6 — 0-6 oo 4-2 
a pga ME ate ten atte oy Til Me i of. 1-7 14-6 0-3 — 16-6 
paskatehewan... 20.0 .70.. BOT voig. 2-0 16-5 (1) = 18-5 
Alberta eect cies » eh}. dy data. Lait. 2-1 14-8 0-8 — 17-7 
Pro odinbia.... 2. ee eee 1:3 19-1 1-0 ae 21-4 
20-1 96-9 yore 6-5 127-2 


(1) Less than $50,000. 


Government Contributions to the Civil Service Superannuation Account 


66. Amounts totalling $110-9 million were transferred to the civil service 
superannuation account in 1951-52, an increase of $29-1 million over the Govern- 
ment’s total contributions in 1950-51. 


67. In 1951-52, as in the previous fiscal year, an amount of $75 million was 
credited to the account as a special government contribution of a portion of the 
amount by which the liabilities as estimated by the actuaries exceeded the balance 
in the account. In addition, $23 million, being the additional liability due to the 
upward revision of civil service salaries effective December 1, 1951, has been 
transferred to the account. 


68. The remaining $12-9 million represents a government contribution of an 
amount equal to the estimated payments by individual contributors in the previous 
year on account of current and prior service. This increase of $6-1 million over 
the contribution of $6-8 million in 1950-51 is due, mainly to the fact that in 
previous years the Government has matched only the current contributions 
of individual contributors. 


69. For a more complete explanation of transactions affecting this account, 
see the comments on “Insurance, Pension and Guaranty Accounts” in the 
section on the “Estimated Balance Sheet Position at March 31, 1952.” 


Provision for reserve for possible losses on ultimate realization of active assets 

70. An amount of $75 million was again transferred to the general reserve 
for possible losses on the ultimate realization of active assets with a corresponding 
amount being shown as an expenditure in the Government’s accounts. There 
was no charge or write-off to the reserve during the fiscal year. The balance at 
March 31, 1952 was $470-9 million which is equivalent to approximately 7 per 
cent of the aggregate active assets. 


Family Allowances, Old Age Pensions and Pensions to Blind Persons 

71. Payments for family allowances are estimated at $320-5 million for 
1951-52 representing approximately 8-8 per cent of the total expenditures for 
the fiscal year. The estimated increase of $11 million over the previous year 
is attributable to the natural increase in population in the eligible age groups. 
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72. Payments in respect of old age and blind pensions for 1951-52 (excluding 
pensions paid from the Old Age Security Fund) are estimated at $83-5 million 
resulting in a decrease of $19-7 million from the total of $103-2 million for 
1950-51. The Old Age Pension Act provided for the payment by the federal 
government of 75 per cent of the lesser of $40 monthly or the amount of pension 
paid by the province monthly up to December 31, 1951, to eligible persons in 
need who were 70 years and over or 21 years and over if blind. On January 1, 
1952, the Old Age Assistance Act became effective under which the federal 
government paid the provinces 50 per cent of $40 monthly or of the amount of 
assistance paid by the province monthly, whichever was the lesser, to eligible 
persons in need who were 65 years and over. After January 1, 1952, the blind 
continued to receive pensions as before but under the new Blind Persons Act. 
Under the Old Age Security Act which also came into effect on January 1, 1952 
the federal government paid $40 monthly out of the Old Age Security Fund to 
all eligible persons of 70 years and over irrespective of need commencing in 
January 1952. Consequently, payments to the provinces for the last quarter 
of 1951-52 were substantially reduced, but the full effect of this change will 
not be apparent until the conclusion of 1952-53. 


73. A comparative summary of the estimated payments for 1951-52 and 
the actual outlay for the preceding year is given in the following tables: 
FAMILY ALLOWANCE PAYMENTS AND FEDERAL CONTRIBUTIONS TO OLD AGE 


PENSIONS, OLD AGE ASSISTANCE AND PENSIONS TO BLIND PERSONS FOR THE 
FISCAL YEARS ENDED MARCH 31, 1952 AND MARCH 31, 1951 


Fiscal Year Ended 
March 31 Increase 


or 
sade) ie Rieren 


(In millions of dollars) 


Family “Allowances........t0ns ocscod yk. od Pe ae, PE a ehh 320-5 309-5 11-0 
Federal contributions to 
Old Age Pensional) ier. . ois oo cet ese aie Ui 77-2 99-3 —22-1 
Old Age Assistance................. Dis sre te: 2°5 — 2°5 


Pensions to the blind! 2.20 0 ot ee. Fo eee eg ty ae 3°8 3°9 —0-1 
404-0 412-7 —8-7 


(‘) Not including pension payments estimated at $76 million from the Old Age Security Fund. 


_ _¢4. The estimated distribution of these payments, by provinces, is shown 
in the following table: 


FAMILY ALLOWANCE PAYMENTS 


(Estins fad) | 1951 | Increase 


(In millions of dollars) 


INewioundland swans. dcsernesmyes ). atlas ds ere heles 10-6 10-2 0-4 
BOYS CCGA MIS ogo as Le Wa? eee eo eee 15-9 15-7 0-2 
Prince Baward Tatand :.172,", (A400). Ta eae ad SO LO 2-5 2:4 0-1 
New Branswitkihi a 1d f).0.8 AaSlevi oe Brite ke 13-9 13-8 0-1 
Buber ere ey RE Se es Me yore d oe Rak pian ry 102-9 99-6 3-3 
TERE IG ee cia rer atte cs yicysl a’ 67 sot sore Hace CR Oe 93-2 89-0 4-2 
Manitoba ees ees kel Leet, AO Lee. SIG 16-7 16-2 0-5 
Saskatchewan a. comersnt\. «nae 1 S4.. ods bvecceaual aa omen 19-4 19-2 0-2 
Alberta ni ee abies ORE sis bn ee aie s sie special ae ih Ee ee 21-6 20-8 0-8 
British Colum bia |... Od ea OE. BOO eee 23-1 22-0 1d 

Northwest and Yukon Tatritories.......................... 0-6 0-6 = 
320-5 309-5 11-0 
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FEDERAL CONTRIBUTIONS TO OLD AGE PENSIONS AND PENSIONS TO THE BLIND 
FOR THE YEAR ENDED MARCH 31, 1952 


nn nt 
LLL ener 


Old Age Pensions 
---- Pension to the 
Act Blind 


(In millions of dollars) 


i Os hg ik ety eh fi th ee ah yy Eee 3-0 0-1 
ane Rootians on. J. Sa. Oe eee i, hel ere ili 5-0 0-3 
Beene Ace watt Salant od. 6. od cod wae Ucdach eee weedl. acne tas Mbeki 0-7 (1) 
og ed siaipdlincape tt peepee ery: duntiepann ply aela, pieii tA Mmm oy iene ink meet ial 4-2 0-4 
MM Ao ae «SC vice Peed bite, hes AONE Te co ee Lie La. Ee 19-1 1-3 
EE eee ee ees Sere eee ee eee ey ee Te a ae one em 23-2 0-8 
leant adamantane Veda aha os aD io bemolye welaneete Daly al nyse gee 4-6 0-3 
AMER UAT WED. Fete. OAL, ol, . A, SEPT. ORR Pee Ee a LY 4-6 0-1 
ieee en 47, or teaord a dd sect nes) diss} tn waeas os Licked. ce ns 4-6 0-2 
0 BEES 3 OU iain apa gerieensan plant ne ennai aepte ueeot™ ied Yee 8-1 0-3 
Norinwest.and Yukon'Territories, 7.075 5625, Eee Ae ey Meow © 0-1 (1) 
77-2(2) 3-8 


(1) Less than $50,000. 

(?) In addition to these payments under the Old Age Pension Act there were Federal contributions to 
the provinces under the Old Age Assistance Act, 1951, estimated at $2-5 million. A breakdown of this 
total by provinces and a comparison with 1950-51 would be meaningless because of differences in provincial 
legislation and consequent varying application of this Act from province to province. 


Deficitt—Old Age Security Fund 


75. Payments of pensions of $40 per month under the Old Age Security Act 
to all eligible persons seventy years of age or over without a means test com- 
menced in January 1952. Expenditures during the three months of the fiscal 
year in which the Act has been in operation are estimated at $76 million. 
Payments are made from the Old Age Security Fund which was established by 
the Act and into which are paid the proceeds of a 2 per cent sales tax, a 2 per cent 
personal income tax and a 2 per cent tax on corporate profits levied under the 
Old Age Security Act. Revenues from these taxes during 1951-52 are estimated 
at $19 million for sales tax and $2 million for corporation income tax. Owing 
to the fact that revenue from the corporation income tax is slow in coming in 
during the first months of the year, the yield is disproportionately low. The 
deficiency of $55 million representing the amount by which the pension payments 
of $76 million exceed tax collections of $21 million was covered by funds voted 
by Parliament. 


Unemployment Insurance Act Administration and 
Government’s Contribution 

76. Estimated expenditures relating to the Unemployment Insurance Act 
(excluding the Government’s payment as employer) are estimated at $54-2 
million for 1951-52, an increase of $1-3 million over the total of $52-9 million 
for 1950-51. 


77. Unemployment insurance benefit payments are not charged directly 
to budgetary expenditures, but to the Unemployment Insurance Fund which is 
financed by contributions from employers and employees, by interest earned on 
investments, and by the Government’s contribution of an amount equal to one- 
fifth of the combined employer-employee payments. 


78. In addition, the Government assumes the cost of administration and, 
pursuant to the Terms of Union with Newfoundland, the cost of unemploy- 
ment benefits to certain residents of that Province. Qualification for benefit 
under the Terms of Union terminated as of April 1, 1951, but expenditures 
estimated at $0-3 million were made during 1951-52, representing the payment 
of claims pending on April 1, 1951. Corresponding expenditures in 1950-51 
were $3 million. The Government also reimburses the Fund for certain sup- 
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plementary benefits under section 87 F of the Act. Supplementary benefits 
were $1-8 million in 1950-51, but as persons in the class in respect of whom the 
greater portion of the claims arise now qualify under the general provisions of 
the Act, corresponding expenditures for 1951-52 are estimated at only $40,000. 


79. The Government’s contribution to the Fund for 1951-52 is estimated at 
$30-1 million compared with $26-1 million in 1950-51. Administration costs 
for 1951-52 are expected to amount to $24-1 million, a decrease of $2-7 million 
from the total of $26-8 million in the previous year. 


Agriculture 

80. Expenditures for the Department of Agriculture are estimated at $66-9 
million for 1951-52 compared with $142-8 million for the previous year. The 
decrease of $75-9 million is mainly accounted for by the absence of any payment 
in the accounts for the fiscal year under review comparable to the payment of 
$65 million in 1950-51 to the Canadian Wheat Board to be added to the amount 
available for distribution to holders of participation certificates in settlement of 
the 1945-50 wheat pool. In addition, there was a decrease of $4-3 million 
in advances to the Prairie Farm Emergency Fund. 


81. The following table presents a comparative summary of the expenditures 
of the department for the last two years: 


Fiscal year ended 
arch 31 Increase 
aus Ae — ——— or 
(Estimated) 1951 eb sess 


(In millions of dollars) 


Freight assistance on western feed grains.................0-. 15-0 15-6 —0-6 
Rehabilitation and reclamation projectS...............0008- 11-8 13-2 —1-4 
Advances to Prairie Farm Emergency Fund................ — 4-3 —4-3 
Payment to Canadian Wheat Board for distribution to pro- 

Mucers. che. Sh PRR. OO Gak oh SO OR MEP AL IA Se — 65-0 —65-0 
Premium:on hog carcasses. .: ¢ sms iue side Se eee Se bs a 5-4 5-1 0-3 
Experimental Farms Service .....cg.be - <o5 Sete bee canbe c+ act 7-8 7-1 0-7 
science Sérvice.. 2°"7 see BEN Ae! eee, eee. ee (oll 7-1 a 
Production Serviee 4i13 GE eee oC) ee oe teat 8-7 8-8 —0-1 
Marketing Services i ocie~ 4: accernd note PR. te wens 4-1 4-9 —0-8 
Assistance to apple growers— 

Nova Scotia and British Columbia..................... 1-5 2-5 —1-0 
Net operating loss— 

Agricultural Prices Support Board....................-- 1-7 3°5 —1-8 
Departmental administration and sundry.................-. 3-8 5-6 —1-8 

66-9 142-8 —75-9 


External Affairs 


82. Expenditures of the Department of External Affairs are estimated at 
$38-1 million for 1951-52, as compared with $22-1 million for the previous year. 
The increase of $16 million is attributable mainly to an increase of $14-1 million 
In assistance to other countries and to international organizations from $11-5 
million in 1950-51 to an estimated total of $25-6 million in 1951-52. In 1951-52 
this assistance consisted chiefly of grants to the governments of India and 
Pakistan under the Colombo Plan, to assist these countries in their economic 
development programmes. During the fiscal year it is estimated that a total of 
$25 million was made available to these governments. 


Mines and Technical Surveys 


88. Expenditures of the Department of Mines and Technical Surveys are 
estimated at $27-5 million for 1951-52, compared with the total of $21-1 million 
for the previous fiscal year. The increase of $6-4 million is attributable chiefly 
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to increases of $4-3 million in the Emergency Gold Mining Assistance Act 
payments and of $1-7 million in expenditures of the Dominion Coal Board. 


National Health and Welfare 


84. The major items of expenditure for this department during 1951-52 
have already been dealt with under the headings ‘‘Family Allowances, Old Age 
Pensions and Pensions to Blind Persons’ and ‘‘Deficit—Old Age Security Fund”’. 
It is estimated that $46 million was spent for the remaining services including 
administration of the department compared with $36-2 million for the previous 


year. This represents an increase of $9-8 million, of which slightly over $64 


million is accounted for by increases in general health grants to assist the provinces 
in hospital construction, strengthening of general public health services and 
the control of disease. 


Transport 


__ 85. Expenditures of the Department of Transport are estimated at $102-1 
million for 1951-52, an increase of $17 million over the corresponding total of 
$85-1 million for 1950-51, as shown in the following table: 


Fiscal year ended 
March 31 Increase 


r or 
ce ayy ili 


(In millions of dollars) 


PRN Ioer VHS. Ao. st, les dl ed . On ORS MI eon Ses 37-0 33-5 3°5 
EMORY IGPAL TS, bo 60. ard vuvca nhtrcs eugene Bi « ve bbete Matlabetabsls eiatetety 18-2 17-2 1-0 
Railway Services (including Maritime Freight Rates Act).. 11-9 10-4 1-5 
CHP ony IGS. S404) tii es ed. t2aG. Cie eee. 7:8 8-3 —0-5 
Steamships Subventions, including Canadian Maritime 
OMRON ore oy oe he ee roe OE ee Dacre) 4-5 5-9 —1-4 
Deficits and non-active advances— 
Government-—owned enterprises.............0.e eee eeeeee 18-2 7-3 10-9 
Departmental administration and sundry.................4.. 4-5 2:5 2-0 
102-1 85-1 17-0 


86. The net increase of $17 million is attributable mainly to increases of 
$10-9 million in payments for deficits of, and non-active advances to, certain 
wholly owned governmental enterprises and of $3-5 million in expenditures for 
air services which are estimated at $37 million for 1951-52 as compared with 
$33-5 million for 1950-51. 


87. The following table presents a comparative summary of expenditures 
for deficits of, and non-active advances to, government owned enterprises for 
1951-52 and 1950-51: 


Fiscal year ended 
March 31 Increase 


or 
(Estimated) 1951 ne ee 


(In millions of dollars) 
Net Income Deficits— 


Canadian National Railways.............. etre cee 15-0 3-3 11-7 
Canadian National (West Indies) Steamships, Ltd...... 0-5 1-0 —0°5 
Prince Edward Island Car Ferry and Terminals........ 1-4 1-3 0-1 
National Harbours Bosralton2n OA. 290 el G 0-1 0-2 —0-1 
17-0 5-8 11-2 

Loans and Advances, Non-Active—National Harbours Board 1-2 1-5 —0-3 
18-2 7°3 10-9 
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88. The deficit of the Canadian National Railways was $15 million for the 
calendar year 1951 compared with $3-3 million in the preceding year, an increase 
of $11-7 million. However, it should be noted that the over-all C.N.R. deficit 
includes all interest charges paid on government advances, and an amount of 
$23-5 million received from the Railways for interest on advances is included 
in the government’s revenue under the classification “Return on Investments.’’ 


Veterans Affairs 

89. Total expenditures for the Department of Veterans Affairs are estimated 
at $216 million for 1951-52, a decrease of $0-4 million compared with the total of 
$216-4 million for 1950-51. The table which follows presents a comparative 
summary of the expenditures for the last two fiscal years: 


Fiscal Year Ended 
March 31 Increase 


or 
1952 Decrease (—) 
(Estimated) 1951 


(In millions of dollars) 


Pensions (World Wars I and II and Northwest Rebellion 
18 


Rb per Mie Vacca bcos y Pegler ee ee cme 103-8 95-6 8-2 

Treatment and after-care of returned soldiers and allowances 
to weterans ands dopendents.w-ceucoxcuye eee 76-5 71-6 4-9 
War service gratuities and re-establishment credits.......... 9-7 16-9 —7-2 
Post-discharge rehabilitation benefits..............0ceeeeeee 6-7 13-5 —6-8 
Soldier Settlement and Veterans’ Land Acts................ 5-6 6-3 —0-7 
Hospital accommodation and facilities...................... 3°5 3:0 0:5 

Provision for reserve for conditional benefits under Veterans’ 

ane Acti... SOs fee ae ee es oe eee er 7:6 7-1 0:5 
Departmental administration and sundry................+-- 2-5 2-4 0-1 
216-0 216-4 —0-4 


90. An increase of approximately $15 million in payments of pensions, 
expenditures for hospital accommodation and treatment and after-care of 
returned soldiers and allowances to veterans and dependents was offset by an 
equivalent amount in post-discharge rehabilitation benefits, war service gratuities 
and Soldier Settlement and Veterans’ Land Acts expenditures. 


91. The provision for the reserve for conditional benefits under the Veterans’ 
Land Act is estimated at $7-6 million, an increase of $0-5 million over the 
previous fiscal year. Sales of land and chattels are made to veterans at less 
than cost, conditional upon the terms of the agreement of sale being fulfilled 
for a period of ten years. The amount charged to expenditures during the 
fiscal year under this heading covers one-tenth of the conditional benefits in- 
cluded in sales to veterans prior to April 1, 1952. 


4. THE CASH ACCOUNTS 


92. In the preceding sections of this Part the budgetary accounts of the 
Government for the fiscal year 1951-52 have been described in some detail and 
the estimated budgetary revenues and expenditures and surplus have been 
analyzed and compared with the actual figures for the preceding fiscal year. 
However, the budgetary accounts do not reflect the full scope of the Govern- 
ment’s financial operations: cash receipts from and cash payments to the public 


111 


and the consequent cash surplus or deficit, or increase or decrease in available 
cash, are more significant factors in determining the Government’s borrowing 
requirements and in assessing the impact of the Government’s transactions 
upon the other sectors of the Canadian economy. However, before proceeding 
to analyze the cash transactions, two preliminary comments should be made. 


93. In the first place, it should be noted that some of the revenues and 
expenditures, that are taken into account in determining the Government’s 
budgetary surplus or deficit, consist of current provisions to meet liabilities 
for future payments and other items that are merely bookkeeping or accounting 
entries not requiring the current receipt or outlay of cash. In the second place, 
it should be pointed out that the financial operations of the Government are not 
confined to the collection of revenues or the making of expenditures in the 
strict or narrow accounting or budgetary meaning of those terms. While a 
substantial part of all governmental activities are directly reflected in the 
budgetary accounts, large amounts of cash are received and disbursed in con- 
nection with extra-budgetary transactions and these receipts and disbursements 
must be taken into account when measuring the impact of the Government’s 
financial operations upon the economy or analyzing the implications of Govern- 
ment spending and the methods by which that spending is financed. 


94. Examples of non-cash budgetary expenditures are the annual provision 
for the reserve for possible losses on the ultimate realization of active assets; 
the write-off of a loan or advance where the debt has been cancelled or is no 
longer collectible; government contributions and interest transferred to the 
Government Annuities and the Civil Service Superannuation Accounts and other 
insurance, pension, guaranty and deposit and trust accounts; interest accruals 
on War Savings Certificates, and the amortization of cash outlays made in one 
year applicable to subsequent years (such as payments for premiums, discounts 
and commissions on loans). Examples of non-cash budgetary revenues are 
interest accruals added to principal on the consolidation of loans, and the transfer 
to revenue of balances held in deferred credits, deposit or reserve accounts, such 
as the excess provision for the refundable portion of the excess profits tax. 


95. The extra-budgetary receipts and disbursements relate to transactions 
which result in increases or decreases in the Government’s assets and liabilities. 
They do not appear in the Government’s income account nor do they enter into 
the calculation of the annual budgetary surplus or deficit. On the assets side, 
they consist, for the most part, of advances to and repayments of loans by Crown 
corporations and other government agencies, foreign, provincial and municipal 
governments and other borrowers; investments in government securities and 
of outlays for the acquisition of inventories of materials which will be used in 
the future, and for services rendered in one year but applicable to the accounts 
of subsequent years. On the liabilities side, the transactions relate primarily 
to the issue and redemption of securities representing the funded debt of Canada, 
and to receipts and payments in connection with the numerous deposit and trust, 
and annuity, insurance and pension funds held or administered by the 
-Government. 


96. The following comparative summary shows the nature and extent of the 
adjustments to the budgetary accounts for these non-cash and extra-budgetary 
transactions and their effect upon the government’s net cash position for the 
last two years. 
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Fiscal year ended 
March 31 

he pucgeoeee tet sobs - ay] eee ote Pe 

( Piatto 1951 Decrease (—) 


(millions of dollars) 


BUDGETARY. REVENUES. <cyror circ Pet nee ee Cero 4,003-1 Bape Bipaors 890-6 
Deduct, Non-cash Tevenues..c:. cutee: eee re tan 18-9 43-9 —25-0 
Net cash. budgetary revenues. 5/2700 pierre eek «i 3, 984-2 3, 068-6 915-6 
Add: Non-budgetary cash receipts—_ ‘ 
Net annuity, insurance ana liability account receipts... 163-4 81-1 82:3 
Repayment of loans and investments.................. 70:3 62-7 7:6 
233-7 143-8 89-9 
Casu Receipts (excluding debt transactions)....... Peper a4 4,217-9 3,212-4 1,005-5 
BUDGETARY LOX PUN DITDURE Sa ein oon Cee eee 3, 647-4 2,901.2 746-2 
Deduct: Nori-cash expenditures. ..... 0.000. (each et 472-7 464-1 8-6 
Nat cash budgetary expenditures: ©0002 9. ne ee ree 3,174-7 2,437-1 737: 


Add: Non-budgetary disbursements— 
Loans, investments and working capital advances— 


Advances to Minister of Finance Exchange Fund... 200-9 475-0 —275-0 
Advances to Defence Production Revolving Fund O55 (alk: Arcee in meee 95-0 

Loans to Central Mortgage and Housing Corpora- 
LOD se oS BE ci WR ae es: 69-7 79-4 —9-7 
Loans to Canadian National Railways............ 138-6 19-9 118-7 

Loans under Soldier Settlement and Veterans’ Land 
ES CES Fe AO Te, ie eT ane ie, ena 9-4 14-6 —5-2 

Other loans, investments and working capital 
uC VANIORS: , Sais hr OT Be gs eh oo ) clete aa meee ye 29-3 4-9 25-3 
542-0 592-9 — 50-9 

Other non-budgetary disbursements— 
Disbursements from Defence Equipment Replace- 

ment Aceounti ht iN. JRE, Fe HEBRON | SOG, .. OMG 50-6 
Net disbursements from Old Age Security Fund.. i Dl. si 55-0 
Cost of loan flotations (portion to be amortized),.. 4-0 10-0 —6:0 
Net disbursements from sundry accounts......... 1-2 1:9 —0-7 
110-8 11-9 98-9 
CasH DISBURSEMENTS (excluding debt transactions)....... 3,827°5 3,041-9 785-6 
CasH SuRpLuS AVAILABLE FGR Dest REDUCTION........... 390-4 170-5 219-9 


97. The figures indicate that after adjusting the budgetary revenues for 
non-cash credits and non-budgetary receipts, a total of $4,217-9 million cash 
was available to the Government during 1951-52, an increase of $1,005-5 million as 
compared with the total of $3,212-4 million in the previous year. Out of this, 
budgetary cash expenditures of $3,174-7 million and non-budgetary disburse- 
ments of $652-8 million were made, a net increase of $785-6 million, leaving a 
cash surplus of $390-4 million available for debt reduction or increase in cash 
balances as compared with $170-5 million in 1950-51. . 


98. The total of non-budgetary receipts is estimated at $233-7. million, 
made up of $163-4 million from net annuity, insurance and liability account 
receipts and $70-3 million for repayments of sundry loans and investments, of 
which $66-1 million was from the United Kingdom and other governments. 


99. Non-budgetary disbursements, which amounted to $652-8 million, 
consisted of $200 million for advances to the Minister of Finance Exchange 
Fund, $95 million for advances to the Defence Production Revolving Fund 
used in part in the stockpiling of defence materials, $69-7 million to Central 
Mortgage and Housing Corporation for housing construction and housing loans, 
$138-6 million for advances to the Canadian National Railways, $38-7 million 
for miscellaneous loans or investments and working capital advances (including 
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$9-4 million for loans to veterans), $4 million for discounts and commissions 
on loan flotations, $50-6 million in purchases of equipment through the Defence 
Equipment Replacement Account, $55 million in net disbursements from the 
Old Age Security Fund representing the excess of pension payments over tax 
receipts, and $1-2 million in disbursements from sundry accounts. 


SOURCE AND UTILIZATION OF CASH: 1951-52 
(MILLIONS OF DOLLARS) 
SOURCE OF FUNDS UTILIZATION OF FUNDS 


CASH Ff a 
AVAILABLE! 66 ! DECREASE IN 
FROM |___! CASH BALANCES 
REPAYMENTS OF 
LOANS & INVESTMENTS 


NET RETIREMENT 
OF FUNDED DEBT 


NET ANNUITY, 


INSURANCE & 
LIABILITY ACCOUNT PURCHASE OF 
RECEIPTS SECURITIES 
OTHER 
DISBURSEMENTS 
POR, P= y 3 MISCELLANEOUS 
NET OF NON-CASH SECURITY FUND PAYMENTS 
BUDGETARY DEFENCE EQUIPMENT LOANS & 
EXPENDITURES REPLACEMENT PAYMENTS fe “4 INVESTMENTS 
& REVENUES TO OTHER || 3911] 
TO RAILWAYS & STEAMSHIPS 139 
TO CENTRAL MORTGAGE 
e & HOUSING CORPORATION 


TO DEFENCE PRODUCTION 
REVOLVING FUND 


SOK 


SS 


Q 
aS 


\/ 


BUDGETARY SURPLUS 


ox 
SOK 


TO MINISTER OF FINANCE ff 
EXCHANGE FUNO 


100. As a result of total cash receipts exceeding total cash disbursements by 
$390-4 million and by letting cash balances run down by $66 million, the Govern- 
ment was able to retire or acquire funded debt outstanding in the hands of the 
public to a net amount of $456-4 million. A reconciliation of the cash surplus 
of $390-4 million, the reduction in outstanding funded debt, and the net change 
in the Government’s cash position, together with the corresponding figures for 
the previous fiscal year, is shown below: 


Fiscal year ended 


March 31 , Increase 
io. sen} | beech Pe testi nn’ é 
1952 rn Decrease (—) 
(Estimated ) 1951 
(In millions of dollars) 
Casu Surpius—or excess of total receipts over disbursements 390-4 170-5 219-9 
Metrotirement of funded debt i 406 ee eee. ft 299-8 119-0 180-8 
Net purchase of securities— 
For Securities Investment Account................5055 49-6 0-1 49-5 
Por Ginking Bund Accounhs oi). 4a 2) 2o5% - sa. rie. 5 4-4 6-2 —1-8 
For Unemployment Insurance Fund................... 102-6 87-7 14-9 
. 156-6 94-0 62-6 
Net cash applied to the purchase or retirement of out- 
standing funded debt in the hands of the public..... 456-4 213-0 243-4 


Nee Doernrags In Cama: BALANGES... os ose + $00 - die once sas 66-0 42-5 23-5 
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5. ESTIMATED BALANCE SHEET POSITION AT MARCH 31, 1952 


101. The following table presents, in summary form, the Government’s 
estimated balance sheet position at March 31, 1952, with the comparable figures 
for March 31, 1951. 


SUMMARY OF THE GOVERNMENT'S BALANCE SHEET POSITION AS AT 
MARCH 31, 1952 AND MARCH 31, 1951 


(In millione of dollars) 


Fiscal Year Ended 


March 31 eae 
abit: Decrease 
1952 a 
(Estimated) poe ) 
LIABILITIES 
Floating debtiicd occ: cRkotth ese bans oi a eh ee eee 548-9 486-4 62-5 
Deposit and titist wesounts) Teva. 5k ae awes eas She cee 126-1 122-0 4-] 
Insurance, pension and guaranty accounts.................... 1,412-8 979-3 433-5 
Deferred ‘eredita: Cee Ne, eee Pe es ee 0, 2s, tee een as 17°5 11-6 5-9 
SUNATY. SUSPENSE ACCOMNISL) sais nice suee eles ca coh. hee sou e ss 301-9 258-4 43-5 
Provifite debtraccauntsacts ste. heehee Oa ee 11-9 yb! De! ar, 8 
Reserve for certain contingent liabilities..................5. 34°5 26-9 7°6 
Funced: debt unmintured .i.4.5. ok... a en Ot eee 51h 5 14, 703-0 15, 026-8 —323-8 
17, 156-6 16, 923-3 233-3 
Active ASSETS 

Cash andother-carrenk Bese a io. see Jao eee ee aw Lae 2,033°5 1,820-2 213-3 
T.oans to, and investments in, Crown agencies............... 1,467-0 12 5eo 209-7 
Other loansawcdativestments 2.2.6.0 00 See ee oe cee eee 2,625-8 2,678-0 —52°2 

Sinking fund and other investments held for retirement of 
unmatuzageunded: Gebtie.! 3 ia: cue cae oe nen a cee 26-0 22-7 3°3 
Provines dabtixceouliisumemare: .. 0... cance tee eee 23 PES8y shale, SARE eons 
Deferred, cheapest... i/o. he 5s Se. ee 268-3 60-0 208-3 
NC y. SUSBeE emmy COUN ESS, Gus f4iccooc ceri eee oe piel 127-0 45-4 81-6 
Total ActivevAsseton hs See res tide a 6,549-9 5, 885-9 664-0 

Less: Reserve for possible losses on ultimate realization of 
activeapsets 4. jfOae et. sell shi oe ee Brace Levee 470-9 395-9 75-0 
Net Active Assets.......... FPO Ua a 6,079-0 | 5,490-0 589-0 
Nev Dest (Excess of liabilities over net active assets)........ 11,077-6 | 11, 433-3 —355°7 


102. The aggregate liabilities of the Government as at March 31, 1952, are 
estimated at $17,156-6 million, an increase of $233-3 million over the corre- 
sponding total at the end of the previous year. Unmatured funded debt out- 
standing, including bonds, treasury bills and deposit certificates accounts for 
$14,703 million or approximately 86 per cent of all liabilities. Of the total 
unmatured funded debt now outstanding, only $401-6 million or approximately 
2-7 per cent is payable in foreign currencies—$348 million payable in United 
States dollars and $53-6 million in pounds sterling. A complete statement in 
tabular form of the Government’s unmatured funded debt at March 31, 1952, 
with details of interest rates, dates of maturity, annual interest charges, and 


amounts of principal outstanding for each loan may be found at the end of 
this Part. 


103. Floating debt, consisting of outstanding cheques and interest, matured 
funded debt outstanding and similar obligations payable on demand, is estimated 
at $548-9 million. Amounts at the credit of annuity, insurance, pension and 
guaranty accounts are expected to total $1,412-8 million. 
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104. The other items on the liabilities side of the balance sheet are: sundry 
suspense accounts (where some uncertainty as to disposition exists), $301-9 
million; deposit and trust accounts (consisting of moneys deposited with or held 
in trust by the Receiver General for various purposes), $126-1 million; reserve 
for conditional benefits under the Veterans’ Land Act, $34-5 million; province 
debt accounts (representing settlements arising out of agreements at the time 
of confederation), $11-9 million; and deferred credits (consisting of balances 
whose ultimate accounting treatment is known, but which are held until certain 
conditions are fulfilled), $17-5 million. 


105. Offsetting these liabilities, and in a measure explaining their existence— 
as a substantial portion of the total debt is attributable to them—are the Govern- 
ment’s active assets. For the most part, these consist of assets that yield 
interest, profits, or dividends, very liquid assets such as cash and departmental 
working capital funds, and certain prepaid expenditures and sundry suspense 
accounts. 


106. Although some of the items are very difficult to forecast, it is expected 
that the active assets will aggregate $6,549-9 million at March 31, 1952. The 
totals of the principal active asset categories at that date are estimated at: 
cash and other current assets, $2,033-5 million; loans to, and investments in, 
Crown agencies, $1,467 million; other loans and investments (including loans to 
provincial, municipal, United Kingdom and other governments, subscriptions to 
international organizations, and a number of miscellaneous advances to veterans 
and others), $2,625-8 million; deferred charges, $268-3 million; province debt 
accounts, $2-3 million; and sundry suspense accounts, $127 million. 


107. The reserve for possible losses on the ultimate realization of active 
assets which now stands on the books at $470-9 million is shown on the balance 
sheet as a deduction from the total of the active assets, bringing the net active 
asset total to $6,079 million. 


A. CHANGES IN PRINICIPAL LIABILITY CLASSIFICATIONS DURING 1951-52 


108. It is estimated that there was an increase of $233-3 million in 
the gross liabilities of the Government during the fiscal year. The three most 
important increases were $433-5 million in the insurance, pension and guaranty 
accounts (attributable principally to increases of $330-9 million in the Civil 
Service Superannuation Account, $57-2 million in the Government Annuities 
Account and $43-9 million in the Permanent Services Pension Account), $43-5 
million in sundry suspense accounts and $62-5 million in floating debt. 


109. The most significant reduction in the liabilities was the substantial 
decrease in the outstanding unmatured funded debt of the Government from 
$15,026-8 million at March 31, 1951 to an estimated amount of $14,703 million 
at March 31, 1952. This net reduction of $323-8 million compares with similar 
reductions of $161-4 million in 1950-51, $396-9 million in 1949-50, $372-3 
million in 1948-49, and $584-5 million in 1947-48. 


Floating Debt 

110. Floating debt shows an estimated increase of $62-5 million in 1951-52. 
Increases of $84-:3 million in outstanding cheques, $0-9 million in interest due 
and outstanding and $0-9 million in Post Office account are offset partially 
by decreases of $16 million in matured funded debt and $7-6 million in the non- 
negotiable non-interest bearing demand notes issued to the International Bank 
for Reconstruction and Development as part of Canada’s subscription to the 
Bank. The changes in floating debt during the fiscal year are summarized in 
the following table: 
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FLOATING DEBT AS AT MARCH 31, 1952 AND MARCH 31, 1951 


(In millions of dollars) 
SS 0—_000>0——0°8"—8— o.oo 


Balance at 


March 31 Increase 
— or 
1952 Decrease (—) 
(Estimated) 1951 
Matured funded debt outstanding...................+eeeeee: 26-8 42-8 —16-0 
Notes and other obligations payable on demand............ 289 -4 297-0 —7-6 
Interest due and'outstanding 3100/0 0. TRS 77-2 76°3 0-9 
Outstanding cheques and warrants............--seeeee eens 144-1 59-8 84-3 
Post Office (net liability for money orders, etc.)............ He 10-5 0-9 
548-9 486-4 62-5 


Deposit and Trust Accounts 

111. It is estimated that there was an increase of $4-1 million in deposit 
and trust accounts. Increases of $7 million in contractors’ security cash deposits, 
$3-5 million in the Prairie Farm Emergency Fund and $1-8 million in the 
National Capital Fund are offset, in part, by a decrease of $8-3 million in 
Province of Newfoundland Financial Surplus account. 


Insurance, Pension and Guaranty Accounts 


112. Insurance, pension and guaranty accounts show an estimated increase 
of $433-5 million during the year. The changes in various accounts in this 
category are shown in the following table: 


INSURANCE, PENSION AND GUARANTY ACCOUNTS AS AT 
MARCH 31, 1952 AND MARCH 321, 1951 


(In millions of dollars) 


Balance at 
March 31 Increase 
~asoi) 
1952 Decrease (— 
(Estimated) 1951 
Government: Annnitiesy.4 47%. 2h om Vee. OES. 677-6 620-4 57-2 
Permanent services, Pension Accotnt...... atc coc cheek ee ee 110-4 66-5 43-9 
Civil Service Superannuation Account. .............000ecuee 520-0 189-1 330-9 
Other... 4k .matiion®. .an.cetles 2 ee. nee eee 104-8 103-3 1:5 
1,412-8 979-3 433-5 


113. The principal increases were $57-2 million in Government Annuities, 
$43-9 million in Permanent Services Pension Account and $330-9 million in 
the Civil Service Superannuation Account. 


114. Of the increase of $330-9 million in the Civil Service Superannuation 
account, $312 million represents a transfer to the account of the amount by 
which the liabilities at December 31, 1951, as estimated by the actuaries, exceeded ~ 
the balance in the account. Of this sum of $312 million, $98 million is included 
as a charge to budgetary expenditures in the year’s accounts, and $214 million 
has been set up as a deferred charge, which will, with Parliamentary approval, 
be written off to expenditures in future years. The amount of $98 million con- 
sists of two items. The first is the Government’s second special contribution of 
$75 million towards making up the substantial deficiency which had accumulated 
in the account over many years due for the most part to increases in the general 


: 
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level of salaries and to the practice formerly followed of not matching employees’ 
prior service contributions with an equal Government contribution. The 
second is a contribution of $23 million in respect of the additional liabilities 
of the account consequent upon the salary increases to civil servants effective 
December 1, 1951. 


115. The further $18-9 million increase in the account during the fiscal 
year represents the amount by which employees’ current and prior service 
contributions, the Government’s contribution of an amount equal to the esti- 
mated current and prior service payments of individuals in the previous fiscal 
year, and interest accretions exceeded payments from the account. 


Deferred Credits 


116. Deferred credits are expected to show an increase of $5-9 million 
during the fiscal year, one of the more important factors contributing to this 
net increase being the balance of the amount due from the Government of 
France in connection with military relief settlements, an offsetting entry being 
included under “Loans to the United Kingdom and Other Governments”. 


Sundry Suspense Accounts 


117. Sundry suspense accounts are expected to record an increase of $43-5 
million during the fiscal year. Of this total $22-8 million is due to an increase in 
the Defence Equipment Replacement Account representing the undisbursed 
balance of the credits to the account under section 3 of The Defence Appro- 
priation Act, 1950, and Vote 246 of The Appropriation Act, No. 4, 1951. Under 
the terms of The Defence Appropriation Act, 1950, the value of defence materials 
and supplies transferred to members of the North Atlantic Treaty Organization 
may be credited to the account and these credits may be used in subsequent 
years to purchase equipment or supplies for the naval, army or air services of the 
Canadian Forces. The net increase in the account during the year represents 
the amount by which the value of defence materials and supplies transferred 


exceeded cash disbursements for replacements. 


118. Also recorded under this heading is the Government’s liability for 
collections of provincial 5 per cent corporation income taxes under The Dominion- 
Provincial Tax Rental Agreements Act. As collections during 1951-52 were 
higher than during the preceding fiscal year, and assessments and payments to 
the provinces were somewhat less than collections, the estimated amount of 
$77-9 million at March 31, 1952 was approximately $14-6 million more than 
the corresponding amount at March 31, 1951. 


Province Debt Accounts 

119. There was no increase or decrease during the fiscal year in the Govern- 
ment’s liability in respect of the province debt accounts. These amounts have 
remained unchanged for many years. 


Reserve for Certain Contingent Liabilities 

120. The reserve for certain contingent liabilities is expected to show an 
increase of $7-6 million during the fiscal year reflecting an additional provision 
for conditional benefits which may accrue to veteran borrowers under the 
Veterans’ Land Act. 


Funded Debt Unmatured 

121. It is estimated that there was a net decrease in unmatured funded 
debt from $15,026-8 million at March 31, 1951 to $14,703 million at March 31, 
1952. The over-all reduction of $323-8 million reflects decreases of $303-7 
million in debt payable in Canada, $17-4 million in debt payable in New York, 
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and $2-7 million in debt payable in London. The details of the various loan 
redemptions, flotations and adjustments which resulted in this net decrease are 
described more fully in the section on ‘“‘The Public Debt’’. 


B. CHANGES IN PRINCIPAL ACTIVE ASSET CLASSIFICATIONS DuRING 1951-52 


122. It is estimated that there was an increase of $664 million in the total 
of the active assets during the fiscal year under review. However, with the 
provision of an additional $75 million for the reserve for possible losses on the 
ultimate realization of active assets, active assets are expected to show a net 
increase of $589 million when the books are closed. Estimated increases of 
$213-3 million in cash and other current assets, $209-7 million in loans to, and 
investments in, Crown agencies, $81-6 million in sundry suspense accounts, 
and $208-3 million in deferred charges were off set by a decrease of $52-2 million 
in other loans and investments. 


Cash and Other Current Assets 


123. Cash and other current assets increased by approximately $213-3 
million during the fiscal year as shown in the following table which summarizes the 
changes in the various accounts in this category: 


CASH AND OTHER CURRENT ASSETS AS AT MARCH 31, 1952 AND MARCH 31, 1951 


(In millions of dollars) 


Balance at 
March 31 Increase or 
—- ——_———] Decrease (— 
1952. 1951 
(Estimated) 


Cash in current and special deposits including blocked 

currency.s, J3Ua. EEL, Bue Bee a eee 21-9 88-9 — 67-0 
Other liquid assets— 

Minister of Finance Exchange Fund Account— 


Advances represented by cash and securities........ 1, 799-4 1,681-2 118-2 
Securities investment account..........0ceeeeceecseeeeee 59-2 9-6 49-6 
Working Capital Advances— 

Departmental— 

Defence production revolving fund.................. 95:0) CR AR Se ee 95-0 

OCDEE porch ei a URE Ee ee 33°7 pas As 11-0 

Crown cormmora tions. 4-204 «cs pkey bo Oe ee 24-3 17-8 6-5 

2,0383'5 1,820-2 213-3 


124. The principal changes were increases of $118-2 million in the Minister 
of Finance Exchange Fund Account and $49-6 million in the Securities Invest- 
ment Account and an amount estimated at $95 million in the Defence Production 
revolving fund. These are offset, in part, by a reduction of $67 million in cash 
in current and special deposits. 


125. The increase in advances to the Exchange Fund represents additional 
cash advances of $200 million during the year to finance the purchase of gold and 
foreign exchange, reduced by $81-8 million equivalent to the increase in the 
Fund’s revaluation deficit during 1951 which was deducted from the total advances 
and carried to sundry suspense accounts. The Fund’s revaluation deficit 
at December 31, 1951, was $125-6 million compared with $43-8 million at 
the end of the preceding year. 


119 


Loans to, and Investments in, Crown Agencies 

___126. Loans to, and investemnts in, Crown agencies increased by $209-7 
million during 1951-52 from $1,257-3 million at March 31, 1951, to an estimated 
amount of $1,467 million at March 31, 1952. The changes during the fiscal 
year in this category of assets are summarized in the following table: 


Balance at 
March 31 


Increase or 

1952 Re Decrease (—) 

(Estimated) 
Pome oF anes Cac Se ae a. cee 5-9 Ord Pe aoe ee at 
Central Mortgage and Housing Corporation— 

ROADIUAL AAV OOS, FF 6 iw oh's Se tela sw ecle s hc peeare ce’ 25-0 25). TPR OP eo. 
SALLIE. Rete ts Lema eos tae am hE Ny Coe: 331-0 261-4 69-6 
Canattion Parnk Loam Board i. o6 iu ooedar dots oo ka 27-3 26-0 1-3 
Railway and Steamship Companies.................ceecee: 902-6 764-0 138-6 
Donn) Hasboats Posi ee oiled poe deide Ode eeg lee 106-9 106-7 0-2 
Pare Corpatarion Gimiten ei seek ee es Cay 38-0 41-0 —3-0 
Diner < POW Agencies: gs. . sk decals cc weeds ees ae 30-3 273 3-0 
1, 467-0 1, 257-3 209-7 


127. Loans to Central Mortgage and Housing Corporation increased by $69 -6 
million during the year. 


128. Loans to railways and steamship companies represent in the main 
advances by the Government to the Canadian National Railways for capital 
expenditures (including the purchase of railway equipment under hire-purchase 
agreements), for the retirement of maturing debt, and for the temporary financing 
of current operations. ‘The net increase in advances to C.N.R. during the year 
is estimated at $138-6 million. 


129. The amount of $106-9 million shown for the National Harbours Board 
represents the net outstanding advances in connection with harbour developments 
at Montreal and Vancouver. These are the only advances to the National 
Harbours Board which are classified as active assets in the Government’s 
accounts. 


130. The Government’s investment in Polymer Corporation Limited, a 
Crown corporation engaged in the manufacture of synthetic rubber, was reduced 
by a repayment of $3 million during the fiscal year, the balance at March 31, 
1952, being estimated at $38 million. 


131. The amount of $30-3 million shown for other Crown agencies, repre- 
sents subscriptions to the capital stock of, or advances to, sundry government 
agencies for capital, construction and other purposes. The total includes loans 
to, or investments in, Canadian Broadcasting Corporation ($9-2 million); 
Canadian Overseas Telecommunication Corporation ($1-8 million); Eldorado 
Mining and Refining (1944) Limited ($8-2 million); Export Credits Insurance 
Corporation ($5 million); and Northwest Territories Power Commission ($6-1 
million). 


Other Loans and Investments 

132. This group of assets includes loans to the United Kingdom and various 
foreign governments, the Government’s subscriptions to the capital of the 
International Monetary Fund and the International Bank for Reconstruction 
and Development, loans to provincial and municipal governments, and a number 
of miscellaneous loans and investments, the chief of which are the loans to 
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veterans under the Soldier Settlement and Veterans’ Land Acts. A _ table 
summarizing the loans and investments in this category and showing the changes 
during the fiscal year follows: 


OTHER LOANS AND INVESTMENTS AS AT MARCH 31, 1952 AND MARCH 31, 1951 


(In millions of dollars) 


Balance at 
March 31 
2 ene iat on acotiel an  eee Nereus Cir 
1952 Goat Decrease (— ) 
(Estimated) ° 
Loans to United Kingdom and other Governments.......... 1,925-5 1,985-0 — 59-5 
Subscription to Capital of International Monetary Fund..... 322+5 O2e-O |. ee crate wee 
Subscription to Capital of International Bank for Recon- 
striction and, Developmettwa Maidan ©. ae. Oa 6s cae cee 70-9 70-7 0-2 
Loans to Provincial and Municipal Governments............ 91-0 95-2 —4-2 
Advances under Soldier Settlement and Veterans’ Land Acts. 198-7 189-3 9-4 
Miscellaneous Loans and Investments....................... 17-2 15-3 1-9 
2,625-8 2,678-0 —52-2 


133. The loans to the United Kingdom and other governments consist of 
loans to the Government of the United Kingdom under theauthority of The War 
Appropriation (United Kingdom Financing) Act, 1942, and The United Kingdom 
Financial Agreement Act, 1946, loans to other countries under Part II of the 
Exports Credits Insurance Act, and miscellaneous foreign loans. A summary of 
the changes in each of these categories is shown in the following table: 


LOANS TO UNITED KINGDOM AND OTHER GOVERNMENTS 


(In millions of dollars) 


Balance at 
March 31 
Increase or 
1952 aan Decrease (—) 
(Estimated) 
Loans to United Kingdom— 
The War Appropriation (United Kingdom Financing) 
Act y LOAN! RE O. ROS SEY, JA Ee 220-4 251-5 —31-1 
The United Kingdom Financial Agreement Act, 1946.... 1.171-0 1,185-0 —14-0 
1,391-4 1, 436-5 —45-1 
Loans to Foreign Governments— 
The Export Credits Insurance Act, Part II.............. 480-9 500-6 —19-7 
Miscellanoons AG vances: eens: <. sss cae ose ee 53-2 47-9 5-3 
534+1 548-5 14h 
1,925-5 1,985-0 — 59-5 


_ 134. It is estimated that during 1951-52 the Government of the United 
Kingdom will have repaid $31-1 million of the $700 million interest-free loan 
granted under the provisions of The War Appropriation (United Kingdom 
Financing) Act, 1942, reducing the balance outstanding of this loan to $220-4 
million at March 31, 1952. During the year a repayment of $14 million was 
made by the United Kingdom Government on account of the $1,250 million 
loan authorized by The United Kingdom Financial Agreement Act of 1946. 


As the total amount advanced was $1,185 million the amount outstanding at 
March 31, 1952 was $1,171 million. 
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135. The advances under Part II of the Export Credits Insurance Act 
represent loans made to certain foreign countries to assist them in purchasing 
goods and services in Canada. It is estimated that the total of outstanding 
advances under this Act was $480-9 million at March 31, 1952, representing 
a net decrease of $19-7 million from the total of $500-6 million outstanding at 
the end of the previous year. A classification of these advances by recipient 
a showing the repayments during the year, is given in the following 

able. 


ADVANCES TO FOREIGN GOVERNMENTS UNDER PART II OF THE EXPORT 
CREDITS INSURANCE ACT 


(In millions of dollars) 


Total Total 


Outstanding | Repayments | Outstanding 

—— at during at 
March 31, 1951-52 March 31, 

1951 1952 
UT... See. 4 a. as Ae GOD. ie... wee 60-0 2-3 57-7 
ua. eee... eee, eee, ee Gees! Be Eee AQ-4 Abie. eae Iet 49-4 
CERRGROSIOV EER Soe yon . MENT. eABIOLTR. doe) | 13-3 3:3 10-0 
PANCC4 toc: . ae... Gee oe, SEM. . eee oS Ce 225-9 8-3 217-6 
poe Oe, eo a a a ie, a ec ae 15-5 3-1 12-4 
PiGrREmADGN, . Wee... cee. > eee... cas. en ee tise5 2-7 112-8 
RE coe eae, ges. ee, COE eR, §. ese 4 2cthon: 1 | ama > ER rR 21-0 


Sinking Fund and Other Investments held for the 
Retirement of Unmatured Funded Debt 

136. There was an estimated increase of $3-3 million in these assets which 
are held for the retirement of the 3 per cent Newfoundland 1943-63 guaranteed 
stock. 


Deferred Charges 

137. Accounting in large measure for the increase of $208-3 million in this 
category is the amount of $214 million which has been credited to the Civil Service 
Superannuation Account and set up as a deferred charge to be written off to 
expenditure in future years, subject to Parliamentary approval. 


138. Discounts and commissions of $4 million paid during the fiscal year 
on new loans were more than offset by the annual amortization of $9-6 million 
applicable to 1951-52 and charged to the year’s expenditure. 


Sundry Suspense Accounts 

139. The increase of $81-6 million in this asset classification is due mainly to 
the change in the deficit arising from exchange revaluations of the assets and 
liabilities in the Minister of Finance Exchange Fund Account as at December 31, 
1951 which amounted to $125-6 million at that date as compared with $43-8 
million at December 30, 1950. 


Reserve for Possible Losses on Ultimate Realization of Active Assets 


140. For the fifth successive year $75 million was added to this reserve 
with a corresponding amount being shown as an expenditure in the Govern- 
ment’s accounts. There was no charge or write-off to the reserve during the 
fiscal year, the balance at March 31, 1952, being $470-9 million. 


\ 
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C. DECREASE IN NEtT DEBT 


141. The estimated surplus of $355-7 million for the fiscal year will result 
in a corresponding decrease in the net debt of Canada, reducing it from $11,433 -3 
million at March 31, 1951, to $11,077-6 million at March 31, 1952. 


6, THE. PUBLIGADEB TL 
Gross and Net Debt 


142. The unmatured funded debt of Canada was reduced by $323-8 million 
during the fiscal year, of which $299.8 million represented cash retirements and 
$94 million net revaluations and adjustments. However, due to increases of 
$5571 million in other liabilities—principally in insurance, pension and guaranty, 
floating debt and sundry suspense accounts—the gross public debt of Canada 
increased by $233-3 million from $16,923-3 million at March 31, 1951, to an 
estimated total of $17,156-6 million at March 31, 1952. During the same 
period, the net active or realizable or revenue-producing assets increased by 
$589 million, with the result that the net debt—which is the gross debt less the 
active assets—was reduced by $355-7 million. 


143. The following table shows the amount of net debt as at March 31, 1939 
to March 31, 1952 inclusive, with the amount of annual increase or decrease: 


NET DEBT 


(In millions of dollars) 


Increase 
Balance or 
Fiscal Year Ended March 31 at end of Decrease (—) 
year during 
fiscal year 
1989s reseciese, eb SAE eee Tbs en ee ate Maen eda: heh ee Aloe <Oskd a te i iat i oa 
BOAO cass disse cc 4ea daw’ sw Sie ecaiite Fiein o: eh iagrs Vee NRE Pe tet eee toe 3,271°3 118-7 
TOAD sees Eis a Wl eh as WS el ee 3, 648-7 377-4 
MED seul baie ek dR la a> atu wD CE RIE oo elo sed ieee ne, 4,045-2 396-5 
DOGS och lice, Me ake s wehsik ib famuipr esd SARI we dolly fo ce ceeeeae etc ace ea 6,182-8 2,137-6 
DOA peices Sahel Ga hone Meus 5 UE AEE: wd ees Be BEG 6 AREER Ee eee ee 8,740-1 25557 +2 
OD a ON | a Wee) Sot le a alas. feet CMN Re aE ee ie tk Bre eee 11,298-4 2,558-3 
WORD sche e cak os eae Seen te Soe ee ees TAREE: CAR whe oa ee 13,421-4 2,123-0 
TOET EU Stahl x22 tae yt aah ot aig aeiaee ons Cibpee me ae 13, 047-8 — 373-6 
LOB ob ooh be mintals cece caaAbe ye mterintehen sea pee cee SiMe Ripe neta ce acon ete 12,371-6 —676-1 
BOSD 553 Hash cus Bits Ais» gio were te Son oe RC ORT Gen en ee ee ne 11,776-1 — 595-5 
1950.05. Ae OE, IP PEs OP Ie Od, Tee ee ee 11, 644-6 —131-5 
LOB os sists Sagem eee s GEN ee eso. es > Siete Gah tie GENIE ate ther Ean eater heared a 11, 433-3 —211-3 
1952 ‘Histimretet eg Ayes oof oak ous. oa” ee Ce ee ee 11,077-6 —355-7 


Unmatured Funded Debt 


144. The estimated total unmatured funded debt of Canada outstanding 
at March 31, 1952 was $14,703 million. This was $323-8 million less than at 
the end of the previous year and $2,104-2 million less than at March 31, 1946. 
Notwithstanding this substantial decrease, it was still $11,317-3 million more 
than, or approximately four times, the total of $3,385-7 million at March 31, 1939, 
the end of the last pre-war year. However, while interest charges on the funded 
debt increased by approximately 229 per cent from $118-1 million in 1938-39 
to $389 million in 1951-52, the gross national product rose from $5,165 million 
in 1938 to $21,217 million in 1951, an increase of approximately 310 per cent. 
Consequently, while the unmatured funded debt, measured as a percentage of 
the gross national product, rose from 65 per cent in 1938-39 to approximately 
70 per cent in 1951-52 the relative burden of the funded debt, measured in 
terms of interest charges as a percentage of the gross national product, actually 
decreased from 2-3 per cent in 1938-39 to 1-8 per cent in 1951-52. | 


A ee 
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NET DEBT AS AT MARCH 31 


MILLIONS OF DOLLARS 


MILLIONS OF DOLLARS 
| 


15000 
5000 5000 


1939 1940 1941 1942 19431944 1945 1946 1947 1948 1949 1950 1951 1952* 
* estimates 


Summary of Security Issues and Redemptions during the Year 


__ 145. During the fiscal year Government obligations excluding Treasury 
Bills in the amount of $2,762 million matured. The financing of these retire- 
ments which were all payable in Canadian dollars was effected as follows: 


(In millions 
of dollars) 


By retundingiorn conversion into new: issueses.¢2 wri chan soh/aed ened dh waen- aos Pee eee $ 2,100-0 
By sale oltanada Savings Bonds SeriegVI (metyiioat AW. cs. Bs meek cues cccneuvencken 362-2 
Retainer a iloveasho sss rPs..coe creates totises < os soos TRE cue oe 299-8 

$ 2,762-0 


146. Funded debt payable in Canadian dollars decreased by an estimated 
amount of $303-7 million during the fiscal year. The retirement of $299-8 
million out of available cash and the transfer of $5-8 million to revenue of the 
excess provision of the reserve for the refundable portion of the excess profits 
tax less $1-9 million of accrued interest added to principal of War Savings 
Certificates account for the net reduction achieved during the fiscal year. 


147. The Canadian dollar value of the Government’s external funded 
debt decreased by $20-1 million during the fiscal year. Of this amount $17-4 
million was in respect of indebtedness payable in United States dollars and 
$2-7 million in respect of sterling debt. These reductions were consequent 
upon the revaluation of liabilities payable in those currencies to reflect the 
change in the exchange rates in effect at March 31, 1952 as compared with 
March 31, 1951. 


148. From the foregoing it will be seen that the over-all reduction of $323 -8 
million in the outstanding funded debt was due to cash payments of $299-8 
million, revaluations to reflect changes in the exchange rates of $20-1 million 
and sundry other non-cash adjustments amounting to $3-9 million net. 

149. The average coupon rate of the Government’s outstanding funded 
debt at the close of the fiscal year is estimated at 2-65 per cent compared with 
2-60 per cent at the close of the previous fiscal year. 
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AVERAGE INTEREST RATE ON FUNDED DEBT 
PERCENT ; PERCENT , 
AS AT MARCH 3! 


i920 viphhO26 ok Ressit des’ dein malaae ; hamicas 1952 


* ESTIMATES 


150. More complete details of redemptions and new issues of securities 
during the fiscal year are set out in the following tables: 


REDEMPTION OF FUNDED DEBT DURING FISCAL YEAR ENDED 
MARCH 31, 1952 


. Interest Where 
Maturity Date ee Pavabic Amount 
% $ 

Ma yteLOshieyes. aiid. 2c) Olt tet. -S ALE Pole eee z Canada 200, 000, 000 ~~ 
Age ust:) 29) ve ee. Nore he  ee on a Ran W Gf AA eR ee OO ee 1 Canada 200,000, 000 ~ 
September Loch are aes cake ee ne, PLA 1 Canada 550, 000, 000 - 
Noveniber l., JA0e8 : SR. BGA. SOTO IIA. POSS 3 13 Canada 500, 000, 000 
ING yet er eit; Fas” Bde. séeccess wip cacw 8 obey 5 doen ee eos 1 Canada 200,000, 000 = 
Réordary 1800230240. 260.09 GEC Ta oe). Oe. 1: Set 31 Canada 50,492,475 
Febtaaryytinen arin beds ih enh hs et Ee ee aee 13 Canada 200,000,000 
BILSTON SU cates te: OR og ce AUR he cn ade ee DRT eR otc ee 1} Canada 550, 000, 000 - 
War Savings Certificates. 2). 0.07.8. JL FA, BR a 3 Canada |(!) 36,212,461 
Canada Savings Bonds, SeriesI, II, III, IVand V............... 23 Canada 256, 698, 100 

Total Bonds'and ‘Certificates. ..), .2AtG.o%s. Sie a oto ae 2,743, 403, 036 
Repayment of Refundable Portion of Excess Profits Tax........|......000e[ecccceeeeees (2) 18, 590, 596 

Total Redemption of Debt... Sere i ee A ea ee eee 2,761, 993, 632 


(1) This is the amount of War Savings Certificates redeemed during the fiscal year. Accrued interest 
estimated at $1-9 million was added to principal. 


(?) Not including $5-8 million excess provision transferred to revenue. 
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Indirect or Coniingent Liabilities 

151. It should be noted that the Government has certain indirect or con- 
tingent liabilities which are in addition to the direct debt set out in the balance 
sheet. Included under this heading, for example, are the Government’s guaran- 
tees of certain securities issued by various Government owned enterprises such 
as the Canadian National Railways, the Canadian National (West Indies) 
Steamships Limited, and the Saint John Harbour Commission; the guarantee 
of deposits maintained by the chartered banks in the Bank of Canada; guarantees 
of certain loans made by chartered banks to veterans or farmers for certain 
authorized purposes; guarantees under the Export Credits Insurance Act; and 
certain commitments under housing legislation. 


152. The following table gives details of the bonds and debenture stocks 
guaranteed by the Government, and also indicates the nature and approximate 
extent of the Government’s other guarantees and contingent liabilities. 


BONDS AND DEBENTURE STOCKS GUARANTEED BY THE GOVERNMENT 
AS AT MARCH 31, 1952 


Estimated 


Date 
of Issue eco Amount 
Maturity Outstanding 
% $ 

Aug. 1, 1952..|Saint John Harbour Commissioners.................000cceee 5 667, 953 
July +10;1943...|\Canadian Norther. 49.41. eee ee Ae ra mam Mec? SEL, 3 668, 990 
Febool. 1054. .iCanadian National... 0)... vars io ee, 5 50, 000, 000 
May 1, 1954..|City of Saint John Debentures assumed by Saint John Har- 

bout Commissioners: 7 eee ec oe ee eee 5i 3,029 
Mar. 1, 1955. .|Canadian National (West Indies) Steamships Limited....... 5 9,400, 000 
June 15, 1955. .| Canadian Nationalic.. o 55 ote tee ae ee eee 42 48,496, 000 
Feb. 1, 1956; .|\Canadian) Nationals ).4.-..ons eee eee ks Cee 43 67,368, 000 
vury” 1, 1957; Canadian: National... .- a ccereneee et st cc ee eee 43 64, 136, 000 
July -20,-1958. .|Canadian Northern) ;..o%. .ae oe Bieta ans on oc seus a ee 33 5,512,814 
Jan: 15, 1959...|\Canadian Nationals). . am ..ec eee eee 3 35, 000, 000 
May 4, .1960..|Canadian’ NortnernvAlberta.s- pe mee aoe eee ee ee 34 316,856 
May 19,1961... |Canadian) Northern Ontario. oy. eae cs 33 2,069, 805 
Jan, 1, 1962. .|Grand Trunk Pacine. 7.4... 1c: ceria ie te eee ee 3 26,465, 130 
Jan. 1, 1962). iGrand Trunk Pacifie.. . - So. sat ekr ees. oo ace eee 4 7,999, 074 
Jan, 3, 1966..|Canadian Nationalay... ... 2. uate eee: .- 1. Jo. 3 35, 000, 000 
Jan. -2,-1967.:/Canadian “National<s hii: +. coe eerreetr ere eee 23 50, 000, 000 
Sept. 15; 1969>.|Canadian National 33 ee |. o5.. eee. ee. ee 23 70, 000, 000 
Jan. 16, 19713. |\Canadian: National =... 0. ieee pe ace 24 40,000, 000 
June, 15,1975. (Canadian National... 2.5. ane nore a ae ee ee 23 6, 000, 000 
Perpetual...... Grand Trunk: Deébenture'Stock#..c... 4. esos te ee 5 584, 601 
Perpetual...... Great Western Debenture Stock. .4\o. es cutee bak ee ee 5 287, 504 
Perpetual...... Grand Trunk Debenture Stocks......-....<:: «cc4e « ec + 3, 1383, 598 
Perpetual...... Northern Railway of Canada Debenture Stock.............. 4 12,998 


523, 122, 652 
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OTHER OUTSTANDING GUARANTEES AND CONTINGENT LIABILITIES 


Deposits maintained by the chartered banks in the 
Danko Caner (March, 31 1952). ............2% 


Bank advances, re Province of Manitoba Savings Office 
Oe Ue) nap oe av oes in waa ee edamame 


Province of Manitoba Treasury Bill (March 31, 1952).. 


Loans made by chartered banks under the Farm Im- 
provement Loans Act, 1944 (January 31, 1952).... 


Loans made by chartered banks under the Veterans’ 
Business and Professional Loans Act (December 31, 


MINAS) | CSA laa ac amen sii 


Guaranteed Bank Loans—Acadia Coal Company 
PTO LOD Ye ls os a eden Oh os avd. Glee ets yt 


Guarantees under Part II of The Export Credits Insur- 
Beets WIATCD OL OD2)' 6. ie ceed. dete eee baie 


Loans made by approved lending institutions under 
Dominion and National Housing Acts........... 


Guarantees of land assembly projects under National 
Housing Act (December 31, 1951)................ 


Loans made by chartered banks under The Prairie Grain 
Producers’ Interim Financing Act, 1951 (February 
ESOL SI) 1h 0 aaa delaras colo a A aS 


Estimated 
Amount 
Outstanding 
$ 656,529,146 


3,140,078 
1,500,000 


22,935,208 


1,989,270 
146,000 
11,475,000 
Indeterminate 


277,826 


367,000 
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7. SUPPLEMENTARY DETAILED TABLES 
REVENUES 
EXPENDITURES 
LOANS AND ADVANCES AND INVESTMENTS 
SOURCES AND DIspPosITION OF CAasH FUNDS 


UNMATURED FUNDED DEBT 


STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS 
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(thousands of dollars) 


SS eee eee 


Tax REvENUE— 
Drrect Taxes— 
Direct Taxes on Incomes— 
Individual Income Laxk ee eee ee 
Tax on Interest and Dividends.... 
Taxes on Rents and Royalties..... 
Corporation Income Tax.......... 
Less Old age security tax trans- 


ferred to old age security fund... esc cay gnten | settee ea bia a eee ee ork eee tee 


Excessvbroimtseuax a ie eee eee 


Total Direct Taxes on Incomes. 
Succession IWuties.. sseec acre 


Wotalwoinectmiaxcsee ieee rere 


Indirect Taxes— 
Customs Import Duties............. 


Excise Duties— 
Spirits, malt, 6tes soca. ca a teers 
Cigars, cigarettes and tobacco.... 
Licences... . QUE SEA Ie. PEA ee 
Less relund ss «+ 2o.00 + cee anes 


otal Hxcise Dutiester. wees 


Excise Taxes— 

Taxes on Commodities— 
Dales Waxe ., 02 meres. Santee 
Less old age security tax trans- 


ferred to’old age security: fund..s, | See AMS MO, PAR 0 See eo Verano leulele eats 


Automobiles, rubber tires and 

Tubes. Moo) Jee oe Ae ees eee 
Beverages (soft drinks)........... 
Candy and chewing gum.......... 
Cigars, cigarettes and tobacco.... 
Cigarette papers and tubes........ 
Electric and gas appliances........ 
POLEne.. han posse dee eee 


Matches and lighters............. 
Phonographs, radios and tubes.... 
Special excise on importations..... 
Stoves, washing machines and 
refrigerators 
CALC.) Shoei Sedan te Me veganerauat es 
Toilet preparations and soaps..... 
Trunks, bags, luggage, etc......... 
NVINGGS as tok eae ula wean ae aan 
Jewellery, ornaments, etc 
SaLVROTS big ge pane ae Pots te alae a Ne Oetenid Me aL 
Taxes on Amusements and Services- 
AMUNSOTNONES. PLM ae when ee oie 
Taxon pari-mttuel bets,,....:..+. 
Transportation and communication 
Stamps, including payment of taxes 
on jewellery, chinaware, cabaret 
attendsncs, @fCiilc. unary eee 
Licences, interest and miscellaneous 
Less refunds (mainly sales tax).... 


Total Excise Taxes 


eee ower eer er eee 


1947-48 


1948-49 


Estimated 
1951-52 


— | | | | 


659, 828 
33, 929 
1,960 
364,131 


762, 564 


40, eH 


2,480 
491,990 


980, 000 
55, 500 
1,136,000 


1, 286, 878 
30,828 


1,342,791 
25,550 


38,000 


————— | | | | 


97,675 
102,116 


101,105 
106, 241 


15,369 
2,519 
27,531 


24,300 
376 
—10, 683 


36, 943 
27, 689 


615, 000 
—19,000 
99, 600 


19,000 
11,800 


CC OC Cs 


eee ee ec eose eo eer eer sceceef ore ee ereer ese sto seer eoeeeeetseesese sree etseeeereresesres 


Cs 
“ 


es Ce CC ec cry 


22,725 


eee er eee ree rtoroseeereeses 


———— | SEE | —__—$—$—$— $— | 


. _—_ | | | — |S 


Other Taxes— 
Chartered bank note circulation 
Insurance premiums 
Miscellaneous 


eeeee 


ew eee errr reese vee 


S1O.O 6.6658 0 oe Uwe Oe 4 @ 6 8.6 e868 


i ed 


eee eee seer 


CC ee 


ES | OO] | — |S 


1949-50 1950-51 
$ $ 
621, 982 652,329 
47,475 61,610 
603, 193 799, 197 
—1,788 10,141 
1,270,862 | 1,523,277 
29,920 33, 599 
1,300,782 | 1,556,876 
225,878 295, 722 
107,035 129,390 
115,982 114, 486 
38 38 
—2,490 — 2,868 
220, 565 241,046 
415, 222 470,627 
38, 193 70, 841 
1,627 7,212 
1,030 10,880 
83,497 85, 199 
7,223 7,734 
ee 2,080 
2,937 4,509 
1,091 1,161 
3,101 5, 548 
4,316 4,551 
2,257 2,604 
2,126 2,225 
4,077 6,459 
2,310 4,327 
dae weal He PPT er aae re Geraci 
9,898 10,945 
370 372 
— 11,785 —10, 506 
571, 457 686, 768 
121 
3,789 4,228 
525 710 
1,022,335 | 1,228,474 
2,823,117 | 2,785,350 


- TT | | |S  —— | 


Non-Tax RevENvE— 
a Li Se ee) 2a 


Bullion and coinage......% Wiens sce. 
Premium, discount and exchange...... 
ROTO, iin § AUR ok Soars ool SEEM we ee ae 


SpeciaL REcEIPTS AND CREDITS— 
Refunds of previous years’ Special 
EU RTC ED ad eA bine nie ew ks A am 
Special Receipts—War and Demobili- 
TERE TO, eae 6 OS nL I 
Sale of surplus Crown Assets.......... 
Refundable portion of excess profits 
tax—Transfer to Revenue of excess 


pesery6 soumn previousiyears, .:).L15.8.....0, fbg8.... a hacleoe ooaeebeds 


Donations to the Crown.............. 
Canadian Wheat Board— 
Surplus in certain special accounts... 
Investment in Crown plants transferred 
By PE, Ee ic cntin ds «ok « « 
Capital and Non-active Accounts— 
Capital Accounts— 
Refunds of previous years’ ex- 
DENGIMMEIEy cass 3s 8S. kk 
Transfer to Consolidated Deficit 
PCCOUNE ACODULUA)  «a50050 00% 6 04%. 
Non-active Accounts— 
National Harbours Board, reduc- 
tion of indebtedness............. 
Canadian Pacific Railway— 
Repayment of loan made under 


MUO NGLS te ia cyt te vse odh CREM aso co od nated os oc ced we Laeane i temata g 


1936 and 1937 Saskatchewan Seed 
Grain Loans Guarantees— 

Adjustment pursuant to The 
Western Provinces Treasury 
Bills and Natural Resources 
Settlement Act, 1947........ 

Canadian National (West Indies) 
Steamships, Limited, reduction 
OF iInnepbLemmess. 1.010. 00)...5; 2 

Write-off to Consolidated Deficit 
Account— 

Canadian National Railways 
Securities Trust Stock—re- 
duction due to retirement of 
equipment during calendar 
RV OAT OL |... ea diel des cas be 

Seed Grain and Relief Loans.. 

Soldier Settlement Loans—Re- 


BR INET aw dee 5 2d ecnen wintncek Mibien © PR # eM Meo wh eo fle ops Kien PSC Iatet ollie a lle we 3 


Total Special Receipts and Credits.... 
Mate) Levene cach» ivd> colds sack Athos 
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STATEMENT OF REVENUES FOR THE LAST FIVE FISCAL YEARS—Concluded 
(thousands of dollars) 


OOO 
eee OO  s———eeoaees ooo 


1947-48 


1948-49 


Estimated 


1949-50 1951-52 


1950-51 


—— ef 
—<——<—— 
|) 


ee i ey 


—_—_—_—_—_—_—_—_——| | | Eee eS ee 


——————— | = ——Eee eta ee 


| 
-_ FE 


162,376 
63,381 


158 


82 


9,773 


256 


see ee ee eee ae 


156 


34,765 
16,351 


316 


47,213 
19,613 13,824 


Ce ss a ee re 


Cs 2 


ee ee eee wens 


SUS e SSID A Kee 


ee 


ee 


r. Comer eee sc .ehea es 26 0 2 OR oN eH Chis ee 6 mik e 6/e76 ie org eve e ee Fe» > 


ee 


yy ae Gia see Ge 6 6 


— | | | | eee 


2,771,395 


2,580,141 | 3,112,536 4,003,111 
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132 


STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS 


(thousands of dollars) 


a 
————————— SSS SSeS 


— 1947-48 1948-49 
$ $ 
Agriculture— 

Administration and general........... 466 538 
SCIenGe SCF VICE. tk - oe cbiesulefarmeoreiavel 3,593 4,358 
Experimental Farms Service.......... 4,386 5, 087 
Production Services... ee ee ee 4,897 6, 504 
Marketing Servite. . 2. 2 Sem... 2 ee 2,969 3,890 
Rehabilitation and reclamation pro- 

jects®. .) RE BUS? .. DA ee 8 3,389 6, 285 
Freight assistance on western feed 

PUAINS Po yctes + ae De ate eS 20, 092 18, 154 
Premium on hog carcasses suitable for 

export to United Kingdom.......... 5,474 4,585 
Advances to Prairie Farm Emergency 

Bund .0f asec. ee eae 10, 744 8,640 
Payment to Canadian Wheat Board 

for distribution'to producers’ ...: .) 4a Gites o. .. Fa leeds 2 ae aie «Ls oncxstar axe 
Subsidies on oats and barley used as 

feed tor Ve StOCK an.b.ns dunn var cee 13, 963 
Other Hx penditure 6) kins seo nates 9,640 3) foe 

79,618 61,773 
Auditor General’s Office................ 495 533 
Canadian Broadcasting Corporation..... 1,317 3,921 
Office of the Chief Electoral Officer..... 151 287 
Citizenship and Immigration— 
Administration-and Citizenship...¢//is ie. oe cee ed cs eee ee 
Imitinigration Branch... a.c.. 6 <6 tes 2,742 5,607 
IndianvAtiairs» branche eas... oom 7,370 10,576 
10,112 16, 183 
Civil Service Commission...........¢.. Neel 1,364 
Defence Production— 
Administration’ and general . 2.98. . P20 6 occ data ite ds S00 «waco eal de orm eats ce ae ee 
Capital assistance to defence industry. 
ExternaliAtiairgs Ye ate: seb aes 5, 751 6,655 
Membership in Commonwealth and 

International Organizations......... 1,449 2,048 
Assistance to Other Countries and 

International Organizations. ........ 22,395 tees LI! 

29,595 14,614 
Finance— 
Departmental administration and gen- 

Crabs Se Ee Le Vass Fae Oe. oho 2,760 4,987 
Office of the Comptroller of the Treas- 

UT y=) ee ee Oe eden ek epee OR 10, 685 11,103 
Interest’on publie-debti....s36.<...90 455,455 465, 138 
Cost of issuing new loans and annual 

amortization of bond discounts and 

COMMISSIONS nc. 4 acje Se ities 4 ee eon 10,914 9,745 
Servicing of public debt............... 356 331 
Subsidies to Provinces................ 33, 394 17,095 
Compensation to Provinces— 

Tax Rental Agreements............. 122,497 84, 387 

Sec. 7—Tax Rental. Agreements Acti}........0)0:)......08 8904 

Transitional grant’ to Newfoundland}... ....522.|..<6.4c0 
Government contribution to the Super- 

annuation Account—General........ 3,488 4,050 

=Speciaie 7) Spe. 58)... 5 SO fae... Bt see eae 
Granté-to (Universities te--crereg se eprterrsa ts reese eee cca PRO Bae 
Implementation of guarantees 

(Ming Sung Industrial Co. Ltd.) 
Premium, Discount and Exchange....|............ 111 
Wartime Prices and Trade Board— 

AA DIDNBIEARION. 6200.25 bs uk 5, 794 S,oel 

Commodity Prices Stabilization Cor- 

poratiansmiteds cc. .cc os ceased. 34, 341 14,911 

Advances for payment of drawback 

claims to millers and other manu- : 

1acturers of wheat products......... 17,000 11,000 


eee rere rere er eto rere rere reese ereroeseseeorestisoeeseseseses 


eee ecco reer es ete sre erecerer see sce eter reese eo ereostooe ee ere eer se 


1949-50 


1950-51 


15, 638 
5, 100 


Estimated 
1951-52 


$ 


715 
7,125 
7,824 
8, 695 
4,124 

11,830 
15,000 


5,391 


oeeceeew oer eee 


cee er ese ee ecee 


eee erro reer rte ecereoesre rere efoeve sere sce sertiseseeeeeoess 


11,140 


Ce ee 


CC 


11,345 


18,735 


94,123 
4,505 
6, 500 


6,831 
75, 000 


ee eee eee ele reo e eso ee cert ere ee eer eo so eloereseereneeserfoe ee eseveeses 


12,453 


20, 108 
96, 868 
3,732 
6,500 


60.8. 0 eee eo eee 61 0) 8 a 1 0 @ Be 66 ere 


Ce 


eee eee wee ene 
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS—Continued 


(thousands of dollars) 
So TT va —lNWNo—— SY OS SV 


ae Estimated 
1947-48 1948-49 1949-50 1950-51 1951-52 
$ $ $ $ $ 
Finance—Concluded 
Provision for reserve for possible losses 
on ultimate realization of active 
Bancts PUR aie ree... 75,000 75,000 75,000 75,000 75,000 
Assumption of part of Newfoundland 
Get unger errno Unions... ...) oT 80. 3 OATIS.EL. oc cas 62, 293 |... 67 ReeRtel). Des aber. 
Write-down from Active to Non-Active 
Assets—Trading losses in Securities 
ic teer cr Mee ee i ne ee a es es a a §, 209: gous. SeereeeOkl...... 
Soybean Flour Suspense Account....]............[.........00% 126 #hdac JAR AbeSt .. 
pore 771,684 | 701,179 | 745,240| 752,572 784,000 
PaperiGs M50 Lape Ade tiie! do tog wk « 4,315 5,423 7,586 8,964 8,740 
Governor General and Lieutenant Gov- 

Srors’. Pee one APRR LB. ck 239 242 274 244 257 
LET ge Ola ay eres ae 237 263 311 369 405 
i EE be SE 2 a a Ae 3,948 4,025 4,268 4,609 5, 244 

Office of the Commissioner of Peni- 

Bentinries seas. 4...1.882.%1.....-1 2% 4,564 5, 863 - 6,691 7,798 9,286 

8,512 9,888 10,959 12, 407 14,6380 

tC ay a a 13, 506 9,860 9,770 9,030 9,632 
Government Annuities—Amount re- 

quired to maintain reserve.......... 332 11,408 1,256 660 1,000 

Unemployment Insurance Act, 1940— 

Administration and general......... 17,845 19,056 24,033 26,805 24,105 
Government contribution........... 17,500 20, 103 21, 084. 26, 133 30, 100 
49, 183 60, 427 66,143 62,628 64, 837 

Legislation— 

PPOUSS CIM OIMIMONG As: 4... 6. es ace ele os 3,022 2,629 3,765 3,002 4,365 

Library iol Parliament! .i0%........- 68 103 126 127 137 151 

ee ee ae 946 736 1,178 976 Pry 

SESS 000, EO) One St 270 a2 159 266 265 

4,341 8,763 5,229 4,711 6,018 
Mines and Technical Surveys........... 6,911 9,481 9,839 10, 442 10,810 

Dominion Coal Board:............4.. 1,148 2,164 4,357 3,561 5, 247 

Emergency Gold Mining Assistance...|............ 9,483 13,716 7,114 11,404 

Write-down from Active to Non-Active 

iWesets——apaseand Oils Lintited...:. B88 .....). sab. bo... 0k as LT SO2K 5 ivu Passat eee ee eee 
8,054 21,078 29,714 SL dy 27,461 
National Defence— 
SS El ee ae eee 206 234 383 901 274 
Defence Forces, Army, Navy and Air 
pervices Oils tes...) BOC WA. cae 182, 047 238,915 348, 050 545,738 1,205,805 

Becsciareuce Appropriation Act, 1050)s. .:2:. sc. > «25. 0geeie ibe eyeee 195,417 125,117 

Defence Research and Development. . 6,024 16,033 22,389 23,415 34,056 

Pensions— 

Payments under Defence Services 
PERSIA flees 4 ERDAS conned Be 5, 060 5,756 5,011 5,011 5,073 
Government contribution to Perma- j 
nent Services Pension Fund....... 7,313 7,867 9,046 11,975 30,712 
200,650 268,805 884, 879 782,457 1, 401,037 
Diationa Pulgieeara ... . i ibels s+» side 2,083 1,958 2.122 2,308 2,679 
National Health and Welfare........... 10, 922 14,412 16, 901 17,344 21,144 
Sieeerel Goal baceranta].y. 226 -Dicitdew |< os eee ete ss 7,528 15,716 18,875 24, 882 
Familsiallgwanees.. ioc buh. os det 263, 165 270,910 297,514 309, 465 320,495 
Old age pensions including pensions to 
blind) P@rSONE dees cre ees coe rere FH ews 59, 086 66, 764 93,189 103, 169 83,494 
PeGcit OMe se Security) Fuad: ..). bth vos RPE A oh sf,» -saee ee reel 55,000 
883,173 859,614 423,820 448, 853 605, 016 

National Research Council and Atomic 

Energy Control Board....... ai clo, 2% 12,102 13, 082 16,170 18,014 25,104 
National Revenue, includin axation 

LI IisIOms ae. 2 es ea : pie Nearness 33,912 45,402 47,832 46, 056 45,830 
Pot: Offies 6 tities ui. ob. beeeaaeen >< 67, 943 77, 643 82,640 91,781 98,129 . 

rivy Council, including Prime Minister’s 
wi ioe are 8 Pet ee , del ea eae Sk a 1,394 4,457 4,128 4,250 4,136 
Pabliewirchiv etjiaaida. 40s -Ldewde . gcd 157 aoe aot ae : ~ 
lic Printing and Stalionar cas € 536 7 : 
Publis Work’ Saree. os see % Deng ane 36, 787 51, 067 67,058 73, 646 76, 650 


Reconstruction and Supply.............. 62,573 DB 8S ble srterevetalyealrwo-onvelp shared tel 
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STATEMENT OF EXPENDITURES BY DEPARTMENTS AND MAJOR CATEGORIES 
FOR THE LAST FIVE FISCAL YEARS—Concluded 


(thousands of dollars) 
Estimated 
= 1947-48 1948-49 1949-50 1950-51 1951-52 
$ $ $ $ $ 
Resources and Development............ 8,657 12,402 23, 266 21,688 19,033 
Trans-Canada Highway contributions.|..... 0... 2257s. o.- 0s Beene ets enn Un» 7,205 12,884 
8,657 12, 402 28, 266 28, 893 31,917 
Royal Canadian Mounted Police........ 12,033 13, 717. 15,971 19,801 27,531 
Secretary OF State. ree. . tac bs aie ew aies veo 1,345 1,559 1,600 2,065 2,402 
Trade and Commerce...........0.+++. 12,253 36, 755 25,761 23,443 22,071 
Deficits incurred by the Canadian 
Wheat Board covering operations for 
Government account...........-eee8. 31,450 4,454 4,471 ZPOSO ORO MI Rsig one 
Deficit—Trans-Canada Air Lines...... 1,370 2,933 4,318 HOSZS Hea weer. 
Non-Active Assets— 
Write off—St. Malo Shops and Mis- 
collaneous Property 025 ge een ese oc eee 2, charts? ACUI UGUL DO Sr Gnen) Se Set 
45,073 46,385 84,560 27, 304 22,071 
Transport— 
Administration and general........... 2,421 3, 025 3,808 2,528 4,497 
CanalsiSenvicess ene «oer een cee tes 3,638 4,662 6,198 8,290 7,829 
Marine Service. oo. ccd Pes oe 9,901 12,627 17,537 17,187 18,215 
Railway Service)... 2.6.00). i... 4,680 3, 838 4,488 1,981 1,758 
Maritime Freight Rates Act........ 5, 090 6, 606 6,982 8,475 10,114 
PAUTISOLVAICES.'. | Sli sone eleroiote Pee 24,309 28, 182 34,115 33, 553 36, 996 
Steamship Subventions, including Can- 
adian Maritime Commission........ 2,284 2,166 2 5,899 4,514 
Deficits— 
Canadian Nationa! Railways....... 15,885 33, 533 42,043 3,261 15,032 
Canadian National (West Indies) 
Steamships’ Limited s44:. <\0/:. eect Baan Se eT sos eee 461 1,029 467 
Prince Edward Island Car Ferry 
and Terminals: . 7 heees. vice eae 932 1, 220 1,221 15267 | 1, 366 
National Harbours Board........... 137 238 8 188 55 
Non-Active Assets— 
National Harbours Board........... 372 1,739 4, 236 1,465 Pe252 
Write-off—Canadian National Rail- 
ways Securities Trust Stock— 
Reduction due to retirement of 
CQUIPIMENE outs ye da cles cs eee LSS Dolce sce oR CTS Sa eee Ue RUE eee. SC 
71,534 98, 336 123, 449 85,123 . 102,095 
Veterans A ffairs— 
Administration and general........... 1 ipo 3,628 3,850 2,385 2,540 
PONRIONS, fF tei bas. cn Eee tenon ane oe 77,093 102,951 96,091 95,577 103,801 
Treatment and after-care of returned 
soldiers and allowances to dependents 73, 747 69, 565 69, 507 71,646 76, 506 
Hospital accommodation, additions, 
alterations and improvements to.... 6,805 5,095 3,811 3,008 3,500 
Post discharge rehabilitation benefits. 78,323 44,826 25,099 13, 502 6,713 
War service gratuities and re-estab- 
lishment-credats’ 074i... ae 84,175 36, 148 22, 641 16, 868 9,717 
Soldier Settlement and Veterans Land 
Ve Rr ob EI iby (0. see 8,092 8,035 7,983 6, 282 5, 622 
Provision for reserve for conditional 
benefits under Veterans Land Act... 4,505 5,631 6,496 7,110 7, 622 
Write-down of Assets— 
Soldier Settlement and Veterans 
Land Acts Loans...) £40 5000... .0%% 2,100 1,000 11,500 MGA Wibetey. S. 
836,605 276, 879 246, 3878 216,392 216,021 
Total Expenditure... .. 34.4.) 2,195,626 | 2,175,892 | 2,448,615 | 2,901,242 3, 647,374 


Nors—Expenditures for previous fiscal years, under a number of departments and categories, have 
been transferred to where the items are included in the estimated figures for 1951-52. 
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ANNUAL CHANGES IN ACTIVE LOANS AND INVESTMENTS FOR THE LAST 
FIVE FISCAL YEARS 


(In thousands of dollars) 


ooo 
oo _ Ss ———qoqoO————— eee 


FiscaL YEAR ENDED Marcu 31 


Estimated 
1948 1949 1950 1951 1952 
$ $ $ $ $ 
WorKING CapiTaAL ADVANCES TO 
CrRowN CORPORATIONS 
@anacdian Arsenals, Lid......<.........:. 2,500 2, 500 ol ey. sacieate 2.500: tiie ere... . 
Canadian Commercial Corporation......]............ 1 000 4 feces wrtd Boel stalks Sheik 6, 500 
Canadian Patents and Development, 
BO Aes sowiaa sais as Ee, | Ae ONY Rea sort ten SOG: lubes Sioa) Aap eed oe a aes 
Commodity Prices Stabilization Cor- 

ET MR Oe ae rr Cr. 19,341 |Cr. 14,911 |Cr. 3,000 |Cr. 1,500 |Cr. 14 
Crown Assets Disposal Corporation...... Cr. 345 |Cr. LOS ee. NS ec oar Cr. 45 
Export Credits Insurance Corporation— 

PGA OUT IUS hak ch. bs ce heeded oe Dy We as o's 3s CA ab Baths ee anes © MM ined et ck at en 

Cr. 14,686 |Cr. 11,519 |Cr. 3,887 1,000 6,441 
LOANS TO, AND INVESTMENTS IN, 
CROWN AGENCIES 
Central Mortgage and Housing Corpora- 
ion— 

a RI ks al 22,500 68, 000 91,460 79,389 77,651 
Canadian Broadcasting Corporation.....]............ 1,250 4,500 650 850 
Canadian Farm Loan Board............. 99 1,050 1,950 1,900 1,300 
National Harbours Board............... Cr, 26 213 20, 382 1, 004 226 
Railway and Steamship Companies..... 81,717 4,067 |Cr. 20,963 20, 188 138, 584 
Other Crown AGeCNCICS. ... 2. cc cane nce: 2,500 4,615 |Cr. 1,295 iCr. 840 |Cr. 911 

106, 790 79,195 96, 034 102, 291 217,700 


OTHER Loans AND INVESTMENTS 


Provincial and Municipal Governments..}Cr. 63,629 |Cr. 5,376 jCr. 4,031|Cr. 3,180 |Cr. 4,157 
United Kingdom and Other Govern- 
ments— 


PeOha AES. 4. cba terse! dares Ls DASds We cry Cr. 111,285 |Cr. 29,487 |Cr. 9,936 |Cr. 40,567 |Cr. 31,092 
United Kingdom Financial Agreement 
Avot, 1040-— Loans’ sacs vad awed. 368, 000 37,000 120, 000 20,000 |Cr. 14,010 
Export Credits Insurance Act......... 130, 934 68,196 |Cr. 10,964 |Cr. 22,9385 |Cr. 19,757 
Other (U.K. and Other Governments).|Cr. 5,712 2,060 5, 541 144 5,345 
Canada‘s subscription to Capital of— 
ieternational Monetary Fund eiy..aclolins fe. . tas[ves Se e. re AA Led tet d aos 170 
International Bank for Reconstruction 
and: Development... id. dancvees es 16; 250 bles canasees 5p 65814. decay. dG Saver 
Miscellaneous— 


Loans to veterans under the Soldier 
Settlement and Veterans’ Land 


LACUS sae Sores Joi 203 selon Si; 022 21,901 7,292 14,625 9,428 

Balances receivable under agreements 
of sale of Crown Assets.............. CrawihlsO72 Gres 1,280:Cre) 2,889 .1Cr.. 41,08 Gr: 1,587 
Other miscellaneous loans............. Craucd A57ACr. 588 |Cr. 812 |Cr. 54 3,432 
368,951 92,476 132,359 |Cr. 33,010 |Cr. 52,228 


—— | ES | ee | 


Sinking Fund and Other Investments 

held for retirement of unmatured 

TO Ce os Ea ee ee ra hic on a ssh ¥ Sata Soe Mw ea Es a Sd ER es 5,499 3,299 
Net Total of Changes in Loans and 

DEPORLIOCRUS 2565s. s cn eee eee ee bee 461,055 160, 152 224, 506 75, 780 175,212 


en ETE UTIIIIISEEISIIEEIESSnSSSSSSSSSSS a 
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SUMMARIZED STATEMENT SHOWING SOURCES AND DISPOSITION OF CASH FUNDS, 
FOR THE FISCAL YEAR ENDED MARCH 31, 1952 


(In millions of dollars)—Estimated 


Net cash balance remaining out of current year’s revenue.....:....... 0. cece e cece cece eee eee e eens 809-5 
Consisting of: 

Excess of revenues over expenditures (i.e. budgetary surplus).................-.06- 355-7 
Add back items included in total expenditures which did not represent cash*...... 472:°7 
828-4 
Deduct items included in total revenues which did not represent cash receipts*.... 18-9 
809-5 

Increasetin Floating Debt. 7 oF ae on Ras 8 i Es Oe Gt tetetatay socks POE eas 62-8 
Increases in annuity, pension, insurance and guaranty accounts excluding Unemployment 

Insurance Fund. .}.. 0. 80... Re. oo Pe oe SS ck ¢ « cin ae PA Oe ae Se, 11-0 

Unemployment Insurance Fund—net cash contributions............. 0... e cece eee eee e eee eee 67-6 

Provincial corporation income tax collections (net). ......... cece cece cee eee eee e eee cane 14-6 


Repayments of loans and investments by— 
Provincial and Municipal Governments, 4,6... ...... 5,4 eer ae. OS. SRE 8 4-2 
United Kingdom: aid, Other Governmenta ye. ...-.-.... ee te. dae Pawan ge eee eee 66-1 
Increases in miscellaneous suspense accounts: //¥..........) 4 te =. . REP ee . SE, foe 7-4 


Decrease in cash balatices during 1951-52... 2... shi 0... eel ee et ee es gt 66-0 


Disposition of cash funds:— 

Increases in loans and investments:— 
Advances to Minister of Finance Exchangetiind. ...%05.a04..... 7Padee. 2). ons. aces 
Advances to Defence Production Revolving Fund................ 00.00 c ccc e ce eees 
Advances for working capital— Departmental.............. 0.0.0 c ce cece ences 
Crown: COPDDraALIONS Agel i .eh uae eee 
Loans to Central Mortgage & Housing Corporation......... 0000.0. 000 0000. clive ees 
Loans.to Canadian National Railways....000)...+ 10 suk sos nt Al ER aN, RE 
Loans under Soldier Settlement and Veterans’ Land Acts...............0.00000008 
Loans to miscellaneous Crown agencies (net)........... 000 cece cece nee en eeeeeeees 
Otherloans and’ investments. | 840.2 ec ise side mnecte OF Ue Ee Pee 
Increase.in'securities investment account. .....0.aee. .. +. oheela dn nase dedar eal en ee 
Unemployment Insurance Fund—purchase of securities..............0 cee eee cee eee eeee 
Sinking’ Fund purchasesdw.i.. . 2s. Wee ee ee ee. Ws Ae ere re Ble 
Disbursements from Defence Equipment Replacement Account....................05. 
Old Age'Secnvity Fund@iet'payments)A:. 2.0 Pe oan wae nd na ec ooh een 
Decrease-in deposit and trust accounts’ ere a 8 es ee eee 
Cost.of issuing new loge eo. Pe ew oo. ic Me ww ix 3 2 ete ee 
Decrease in Deferred¥ Credits: ..8 a. ons ee ae el ee ee eee 


Net reduction in Funded (Debt.......4.5.....0 eee SO Be Ue ie, 0 eee AY 299-8 


to 
pe 


ro _ 
o> wa 
COPOMORP NOW COMOMUMON 


cnen 
PODOOROOHAROUANWOOS 


* To calculate the amount of cash made available to the Government as a result of the current year’s 
surplus there must be added back to the budgetary surplus figure of $355-7 million, the following items 
included in total expenditure which did not involve current outlays of cash: provision for reserve for possible 
losses on ultimate realization of active assets, $75-0 million; provision for reserve for conditional benefits 
under the Veterans Land Act, $7-6 million; annual amortization of bond discounts and commissions, $9-7 
million; transfer of value to a replacement fund of stocks of weapons and equipment provided to allied forces, 
$73-4 million; amount required to recoup the Agricultural Prices Support Account, $1-7 million; amount 
required to recoup the Fisheries Prices Support Account, $0-1 million; amount required to recoup the Old 
Age Security Fund, $55-0 million; the Government’s contributions to the following funds: Civil Service 
Superannuation Account, $110-9 million; permanent services pension account, $30-7 million; Unemployment 
Insurance Fund, $30-1 million; Government Annuities Fund, $1-0 million and the National Capital Fund, 
$2-5 million; interest on public debt credited to the following accounts: deposit and trust accounts, $2-3 
million; annuity, pension, insurance and guaranty accounts, $38-7 million and unmatured funded debt, war 
savings certificates, $1-9 million; deductions from salary payments credited to: civil service superannuation 
account, $12-9 million; civil service retirement fund, $7-0 million, and the permanent services pension account, 
$12-2 million. There must also be deducted from the budgetary surplus the following items included in 
total revenue which did not involve current receipts of cash: premium, discount and exchange account, 
$12-0 million; an excess amount of reserve for refundable excess profits tax received in previous years and 
carried as a liability-funded debt, $5-8 million; and $1-1 million representing portion of an amount held 
in suspense re Canadian Government Merchant Marine—War Operations. 
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UNMATURED FUNDED DEBT AND TREASURY BILLS AS AT MARCH 31, 1952, AND THE 


ANNUAL INTEREST PAYABLE THEREON 


Date of Maturity 5a, Where Amount of L 
Cent Payable bebstagh beg rly 

$ cts. 

PO52, (Maw: fe0.. 7, een e tess 14 Canada 200,000,000 00 
PU et geen ae ara 13 Canada 200,000,000 00 
IODGc: Leas toe te cls 12 Canada 550,000,000 00 
DOU cin Hae ee ee en 13 Canada 300,000,000 00 
EGY cil ek oe Se is Oe 13 Canada 300,000,000 00 

Be, pS TO Mele ire See eg aekcess. Bears. 13 Canada 325,000,000 00 
NOU ee ee tes bss 2 Canada 200,000,000 00 

G15 BY ea 0 ah ie ae ee he 3 Canada (1) 676,355,489 00 
i TS ciaty RS alee Gee ieee a 2 Canada 395,000,000 00 

Da SUA Lh, ei cee er oe sci ins wh 21 Canada 400,000,000 00 
hte Ged Baie oe 5 ee ee 3 Canada (2) 855,607,410 50 

cy (CE Me On ws Oo eee ae ae 23 Canada *199, 900,000 00 

Re BIEL ee yet etn ise os) 8 ee 53 Canada 1,111, 261,650 00 
IN GV lee ye eines ar alt 23 Canada *106, 450,000 00 

ee AUN fe ee eS sh iv eh 3 Canada 88,200,000 00 
SEE FR CAO Sie Sea 2 a a 4 London (3) 1,787,917 58 
ENON OLE Ne es octane 23 Canada *101, 200,000 00 
DAT Bete te eee Oe iia ere kes 3 Canada 1, 197,324,750 00 
Bel aeee rt rhs ei 2 ty a 22 Canada *146, 500,000 00 
DO ie et ey ee aA cats paws 3 Canada 1, 165,300,350 00 
DN Ve ene le kd sale hs Meas 23 Canada *144, 550,000 00 

pL th UE CORR? Is ee aie ae ga ae i a 34 New York 48,000,000 00 
Ver PO Stes ee ria au Rts oe we ed 3 Canada 1,315, 639,200 00 
JEN tll, USES sa ty A ae 3h Canada *362, 200,000 00 

pis ALD ES | Se Reh Ae ne a 3t London (3) 1,978,362 38 
dpi Bog Gk ORR ay ites ele Ae an 3 London (3) 49,831,924 41 

J gh VTD It o' R ORe e RaP eS eee ean ap 3 New York 150,000,000 06 
COSTER TB ie nae are ee & aie ee 3 Canada 1, 295,819,350 00 

LOGO MUNG aletn < ais tei dae Soy s 3+ Canada 54,703,000 00 
REA OMNI ka Moore So sigia ters @ os ane 3 Canada 1,691,796, 700 00 

RSE SUCRE re fn Scns: ME a. ly, igi oS 2: Canada 350,000,000 00 
Ra ee TB cindy hele sicbh oSce uw ale w dis 23 New York 100,000,000 00 
TOTS CD USLD ate. cotiaeildar bls eats 22 New York 50,000,000 00 
Pe GME Oe re bho d.g eis wee ake 5: Canada 55,009,000 00 
1952, April 4 Treasury Bills.......... -889 Canada 75,000,000 00 
April 18 Treasury Bills......... -890 Canada 75,000,000 00 

May 2 Treasury Bills...........] +894 Canada 75,000,000 00 

May 23 Treasury Bills..........| +909 Canada 75,000,000 00 

June 6 Treasury Bills........... -921 Canada 75,000,000 00 

June 20 Treasury Bills.......... +943 Canada 75,000,000 00 

War Savings Certificates............. 3 Canada *63, 600,000 00 


14,703,006, 103 87 


Annual 
Interest 
Charge 


$ cts. 


2,250,000 00 
2,750,000 00 
7,562,500 00 
4,500,000 00 
5,250,000 00 
4,875,000 00 
4,000,000 00 
20,089,767 00 
7,900,000 00 
9,000,000 00 
25,414,081 50 
5,497,250 00 
33,337,849 50 
2,927,375 00 
2,646,000 00 
71,516 70 
2,783,000 00 
35,919,742 50 
4,028,750 00 
34,959,010 50 
3,975,125 00 
1,560,000 00 
39,469,176 00 
12,670,000 00 
64,296 78 
1,494,957 73 
4,500,000 00 
38,874,580 50 
1,777,847 50 
50,753,901 00 
9,625,000 00 
2,750,000 00 
1,375,000 00 
1,650,000 00 
165,955 00 
166,008 00 
166,841 00 
169,526 00 
171,808 00 
176,328 00 
1,908,000 00 


389, 226,193 21 


14,301, 407,899 50 
53,598, 204 37 
348,000,000 00 


RAIS RSA IEEE S CCAS ies Ree | oa ee ee 
EOS ESV Ei) SES @ 0) | aap kk Sea | ne ea Pe 
ey ate INCI Cees OL ae Abts 61s oa weed « Sw 


14, 703,006,103 87 


97-27% 
0:36% 
2:37% 


100-00% 


(1) Redeemable at 101 per cent. Amount outstanding includes $6, 696, 589.00 redemption bonus. 
(2) Redeemable at 101 per cent. Amount outstanding includes $8, 471,360.50 redemption bonus. 


(3) Conversion rate estimated at $2-80 to the £ sterling. 
* Estimated. 
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